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Corporate Tax Problems: Capital 
Stock and Dividend Distributions 


seemingly fantastic description. A corporation may 
declare any value it Sees fit to report with perfect 
assurance of its acceptability to the taxing authority. 
There is but one requirement and that is that the 
payment of the tax, the present rate of which is $1 
per $1,000 of declared value, must be made upon 


Interesting filing the return in due time. And this law imposes 
: ; the condition that the amount declared can not be 
combination changed. 
of Federal Tax on Excess Profits 
° HE freedom of action afforded corporations in 
tax subjects the matter of fixing the capital stock tax value, 
e however, is not without latent dangers; there is a 
discussed 


companion tax, imposed on so-called excess profits, 

which may thereafter heavily react upon the net 

income over and above an amount equal to 10 per 

cent of the adjusted declared value. Thus, an under- 

By GODFREY N. valuation of the capital stock may be followed by 
NELSON** serious repercussions under the excess profits tax. 
The excess profits tax is imposed at two rates: at 

6 per cent of that portion of the net income which is 


—" cis P nm in excess of 10 per cent and not over 15 per cent of 
Yt SUBJECT assigned to me, “Corporate : P P 





: “Kee, ‘ es the adjusted declared value, and at 12 per cent of 

Tax P Ss: Stock idenc : : ‘ 

a ges Capital - ck and Dividend the net income in excess of 15 per cent of such value. 
me wees pore ig He : : este ping? Although a corporation may have been in a position 
Prot or oe seni mae ee ee to closely estimate its earnings for the taxable year 

A; ay Se Se Seay Pagers ee ee eee er 1936 as early as last July, when a new declaration 
plex corporate tax problems. These problems not of value was permitted, the importance of having 
only comprehend the application of the law as en- declared an adequate value lies in the fact that an 
acted in the Revenue Act, and the regulations pro- opportunity to redeclare may not again be offered 
mulgated by the Bureau of Internal Revenue with for several years hence ' : 
the approval “ the Treasury Department, but the The condition that declarations of value cannot 
solving of them occasions the employment of proc- be amended, imposed by a mere parenthetical clause 
esses of thought which are related more to chance i the cintete ba ee ieeeeiien im ceenen Geka. 
and guesswork than to exactness and certainty. ~iate whic wna teat tateellared as oe emergency 

: ; measure in the National Industrial Recovery Act. 
Capital Stock Tax Although the amount declared is described in the 

T WOU — ee law as the “value” of capital stock, the amount re- 

VOULD sound quite incredible if Mr. Ripley ported need not in practice have any basis in fact 

were to announce: “Believe it or not, there is a nor need it essentially have any relation to actual 

l‘ederal tax imposed on corporations which in effect ov tations vile “She Governed & eltiet e- 
is self-assessed, levied and paid on the basis of an terested in, nor concerned with, the amount reported 
amount fixed solely by the corporation itself, the except to see that the tax is paid upon the stated 
amount so reported being neither reviewed, verified sania 
nor questioned by the Government either as to its , 
sufficiency or as to how it was calculated or other- Novel Legal Question Involved 
wise determined.” HE final; tt ' 

: ; * finality of the amount reported presents a 
Nevertheless, the capital stock tax, in respect to See: os I wae 


novel legal question and it has already been 


original declarations of value, answers perfectly this ; afl : ele ae a 
ve I . raised. There is now pending in the Circuit Court 


* Address delivered at the meeting of the Controllers’ Congress of the 


ak . tinh the TTai . ie 
National Retail Dry Goods Association, Hotel Pennsylvania, New York, of Appeals a case in ‘W hich the United States District 
January 21, 1937, Court for the Western District of Kentucky (Oertel 

** Of the New York Bar; C. P. A., New York State; Secretary and a 4 


director of The New York Times Company. 


Company v. Selden R. Glenn, Collector) held that a 
123 
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mistake as to the amount of declaration made by 
the taxpayer in its original return is one that can be 
corrected “by an amended return if filed before an 
excess profits tax return is due.” 


The court failed to find that the “value” of capital 
stock was required by the statute to be determined 
upon any prescribed basis and observed that a decla- 
ration cannot lawfully be made arbitrarily, insisting 
that “there must be a basis in fact for its conclusion.” 
After defining “value” as generally used, the court 
declared that if the law is construed as raising a con- 
clusive presumption that the tax is to be levied on 
the value declared by the corporation, regardless of 
the real value, the act is violative of the Fifth 
Amendment of the Constitution. The final outcome 
of this case will be interesting not only as involving 
a brand new theory of law but because of its impor- 
tance to corporations. 


Unknown and Speculative Elements 
May Determine Declarations 


HE practical problem of determining what 
amount shall be declared—when the opportunity 
again presents itselfi—may depend upon many un- 
known and speculative elements. Since the avoid- 
ance of the excess profits tax is uppermost, it is 
obvious that the value declared must be an amount 
equal at least to ten times the earnings for the years 
during which the declared value is expected to re- 
main in force. The first element of uncertainty to 
be considered, therefore, is the length of time dur- 
ing which no change may be anticipated except by 
way of annual adjustments in the declared value. 
Heretofore and since the start of this form of 
taxation, opportunities to make new declarations 
have been afforded on each occasion that there has 
been an amendment to the law. New declarations 
have been permitted on three occasions: on the 
adoption of the Recovery Act on June 14, 1933 and 
upon the enactments of the Revenue Acts of 1934 
and 1935, the latter Act becoming effective in 1936 
as amended by the Revenue Act of 1936. These fre- 
quently recurring opportunities to make redeclara- 
tions can hardly be expected in the future. Unless 
the law should be disturbed by the courts the inter- 
vals will probably be prolonged so as to enhance 
with the return of prosperity the revenue from the 
complementary excess profits tax. 

The second element of uncertainty is the problem 
of valuation. No rules can be laid down as definite 
guides except, of course, that with an exemption 
from the excess profits tax of 10 per cent the value 
of capital stock should be declared at an amount 
equal to 10 times the future earnings. Each case 
must be dealt with individually and broadly speak- 
ing one might better err on the side of a liberal 
value than a close one. Even a conservative value 
should be one large enough to permit of a fair return 
on invested capital, free of the excess profits tax. 


Treatment of Accruals 
HE proper accrual of the capital stock tax as a 
deduction from income for income-tax purposes 


has been a perplexing problem to the Bureau as 
well as to the taxpayer. Recognizing that the capi- 
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tal stock tax is now likely to be a permanent part of 
our system of Federal taxation the Bureau recently 
adopted a definite rule for the treatment of these 
accruals. 

The capital stock tax has its own fiscal year re- 
gardless of the calendar or fiscal year employed by 
the corporation for income-tax purposes, starting on 
July 1 and ending June 30 of the next year, and the 
tax accrues on the first day of the fiscal year, July 1. 
Prior to the recent ruling (G. C. M. 17,340, Dec. 7, 
1936) the accrual occurred on the date of enactment 
of changes in the law. In the case of a corporation 
using the calendar year basis of accounting, where 
a change in the law occurred in the second half of 
the capital stock tax fiscal year,—between Janu- 
ary 1 and June 30—it became necessary to report 
as income the amount accrued in a prior income-tax 
year and to set up a new reserve for the year in 
which the revised act was adopted. 

This requirement has now been eliminated by the 
recent ruling which provides retroactively that re- 
gardless of changes in the law “the accrual date for 
capital stock taxes for each of the years ending 
June 30, 1935, June 30, 1936 and June 30, 1937 is the 
beginning of such capital stock tax year (July 1, 
1934, July 1, 1935 and July 1, 1936 respectively) if 
the corporation was engaged in business on these 
dates, rather than the date of enactment of the Rev- 
enue Act of 1935 or the Revenue Act of 1936.” This 
simplification of the rules for accruing the tax is a 
strong indication that this artificial scheme of taxa- 
tion is no longer regarded as an emergency measure. 


Doubtless, -it is here to stay, all other things being 
equal. 


Dividend Distributions 


HE second phase of my subject, dividend dis- 

tributions, embraces not only the treatment of 
earnings actually distributed but earnings withheld 
from distribution. Retained earnings, also called 
accumulated surplus, have been dealt with to some 
extent in every major revenue act since the adoption 
of the Sixteenth Constitutional Amendment which 
made the income tax possible as a Federal revenue 
measure. 


Weaknesses in Revenue Act of 1913 


HE first step to enforce the distribution of 

earnings was taken in a negative way in the 
Revenue Act of 1913 by prohibiting the accumulation 
of surplus beyond the reasonable needs of a business. 
Although for a period of twenty years this section of 
the law was regularly re-enacted and from time to 
time improved upon from an administrative point of 
view, it proved ineffectual except in a few of the 
more flagrant cases; and these were cases where the 
corporations were unmistakably formed or availed of 
for the purpose of preventing the imposition of the 
individual surtax. 

One of the features of this legislation which made 
its enforcement particularly difficult was the burden 
placed on the Government of proving that there ex- 
isted an intent to prevent the imposition of the surtax 
on the shareholder. The futility of the tax had been 
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long recognized by the Treasury. In 1933 this 
branch of the law was made the subject of study by 
a Ways and Means Sub-Committee of the House, 
with the co-operation of representatives of the Treas- 
ury Department and of the staff of the Joint Com- 
mittee on Internal Revenue Taxation of which Mr. 
L. H. Parker is the chief. A comprehensive report 
resulted from these considerations entitled “Preven- 
tion of Tax Avoidance” and based thereon substantial 
changes on the subject were made in the Revenue 
Act of 1934. 

This Act introduced an entirely new surtax appli- 
cable to personal holding companies, a class of cor- 
porations which were distinguished by the fact that 
their incomes are derived chiefly from investments 
and that their stockholders are limited in number 
and sometimes confined to members of a family. 


The provisions of the tax on unreasonable ac- 
cumulations, which then became applicable to all 
corporations other than personal holding companies, 
were substantially “tightened up” and specific rates 
of surtax were also applied to them. Both of these 
surtaxes were re-enacted with some additional ad- 
ministrative changes in the Revenue Act of 1936. 


Undistributed Profits Tax— 
Revenue Act of 1936 


N TOP of these restraints upon the retention 
of corporate earnings there was adopted in the 
1936 Act an additional surtax upon undistributed 
profits without regard to whether they were rea- 
sonable or unreasonable. By its provisions undis- 
tributed current earnings become subject to a 
graduated surtax ranging from 7 to 27 per cent. 
And all these taxes are in addition to the normal 
corporation tax, also graduated, from 8 to 15 per cent. 
At least to the extent that the undistributed profits 
tax induces unwise or unjustified distributions it ex- 
ercises some degree of coercion upon the directors 
of a corporation. And where the corporation is un- 
willing to be coerced the tax is in the nature of a 
penalty. 


Basic Soundness of Principles Considered 


NY consideration of the problems growing out 

of the tax on undistributed profits involves 
also, it seems to me, a consideration of the basic 
soundness of the principles governing this particular 
form of taxation. I think the two are inseparable 
and I shall so deal with them in this discussion. 
For example, according to the Bureau’s interpreta- 
tions, in determining the amount subject to the 
surtax, no allowance is made for the deduction of a 
deficit, or impairment of capital. Problems arising 
out of these situations go to the marrow of the law 
itself and any consideration of them must take into 
account any harshness resulting from the law’s ap- 
plication. 

Incidentally, it is worthy of notice that corpora- 
tions now using a fiscal year accounting basis have 
an advantage over those employing the calendar 
year. Problems in respect to mailing dividend 
checks in due time at or near the close of the year 
are automatically eliminated if the corporation has a 
fiscal year. Most individual returns are filed on the 
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calendar year basis. If the paying corporation also 
uses the calendar year the dividend must be mailed 
so as to reach the stockholder within the year ; other- 
wise the corporation will not be entitled to credit in 
that year. If, however, the corporation has a fiscal 
year a dividend may be mailed on the last day of 
the calendar year without affecting the corporation’s 
right to credit within such year and the stockholder 
on a cash basis may report the dividend in the next 
year. Apart from income-tax considerations, more- 
over, an accounting year that represents a corpora- 
tion’s natural business year, according to its individual 
situation, has many advantages. 


Prior Attempts at Undistributed Profits 
Taxation—Revenue Act of 1916 


HILE we speak of the tax on undistributed 

profits as a new tax, a somewhat similar one 
was tried and abandoned during the World War 
period. The Revenue Act of 1916, as amended by 
the 1917 Act, imposed a tax of 10 per cent on cor- 
porate undistributed net income of the taxable year. 
In calculating the amount of income subject to the 
tax, deductions were permitted for the “amount of 
net income of the taxable year actually invested and 
employed in the business,” and for the “amount of 
net income of the taxable year retained for employ- 
ment in the reasonable requirements of the busi- 
ness.” This measure yielded so little revenue that it 
was discarded after a year’s trial. England had a 
somewhat similar tax after the World War which 
likewise proved comparatively unproductive and 
was of short duration. 

The abandonment of these taxes here and in Eng- 
land is reasonably conclusive evidence of the fact 
that they were failures. England appears not to 
have again attempted the same form of taxation. 

In fairness to the sponsors of the present tax on 
retained earnings it should be noted that the tax 
originally proposed was to take the place of the nor- 
mal corporation tax. Under that device the cor- 
poration which distributed all its current net profits 
would have paid no income tax. Even with a peak 
rate of 421% per cent a corporation distributing ap- 
proximately one-half of its earnings would only have 
paid an amount slightly in excess of the normal tax 
rate. 

It was obvious, however, that after making proper 
allowances for the retention of earnings to cover 
contractual obligations and reasonable expansion of 
business, such a tax would have fallen far short of 
revenue expectations. Moreover, the method of 
calculating the tax, with or without an algebraic for- 
mula, would have created an almost impossible admin- 
istrative situation. 

Being determined upon having a tax based on un- 
distributed profits, however, the proponents of the 
original plan yielded in compromise on the measure 
now on the statute books. 


Practical Problems Facing Corporation Executives 


HE first practical problem confronting the cor- 
poration executive presented by this measure is 
that of determining within the taxable year the net 
income of the year and in sufficient time to have the 
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board of directors hold the necessary meetings, 
adopt resolutions declaring dividends, and finally to 
make payment thereof so as to have the evidence of 
payment reach the shareholder within the taxable 
year. 

It would be academic to detail the reasons why 
this cannot be done. The inequities imposed in this 
connection are self-evident. It follows that if the 
Congress insists upon its retention the measure must 
provide for a suitable period of time after the close 
of the taxable year in which to enable a corporation 
to arrive at its true net income and to determine 
upon and make distributions of earnings. This es 
sential requirement was recognized by the Ways 
and Means Committee and the original House bill 
contained such a provision granting a period of two 
and a half months for these purposes. 

A prosperous corporation, with a comfortable sur- 
plus, has the privilege of either distributing its earn- 
ings or paying the tax. This is not unconditionally 
so in the case of a financially weak corporation hav- 
ing an accumulated deficit at the beginning of the 
taxable period. A corporation with an impairment 
of capital, incorporated in a state prohibiting the 
payment of dividends except out of surplus, is com- 
pelled either to pay the tax or to so adjust the par 
or nominal value of its capital stock as to create a 
hook surplus, and thus make the current earnings 
distributable. 

For the sake of sound principles of taxation there 
can be no doubt but that a corporation should be 
permitted to make up impairments of capital before 
being subjected to a penalty tax for failure to do an 
act which is prohibited by state law. On the other 
hand, it is conceivable that if a book deficit will 
entitle a corporation to credit therefor a host of ad 
ministrative difficulties would present themselves 

The adjustment of asset values, for example, made 
to conform to true values, and resulting in deficits, 
could hardly be questioned by the taxing authority if 
impairments of capité ul were recognized credits. Ad- 
justments of capital stocks over periods of vears, 
occasioned by stock dividends, or readjustments of 
capital structures, or otherwise, would give rise to 
further difficulties of administration. But these are 
things that tend to prove the unworkability of the 
principles of the law itself. The law cannot be made 
equitable without such relief provisions and, on the 
other hand, it probably cannot be made to operate 
effectively with them. 

\ corporation having current earnings and a book 
surplus, but lacking funds out of which to pay divi- 
dends, seeking, howe ever, to avoid the tax, must 
either borrow money to pay the dividend, increase 
the outstanding capital stock by issuing a stock 
dividend—availing only if the stock dividend con- 
stitutes a taxable distribution—or declare and pay 
the dividend in some form of evidence of indebted- 
ness. 


Relief Provisions of Law Inadequate 


N THE nature of relief provisions the law pur- 
ports to provide for credits on account of con- 
tracts restricting the payment of dividends either by 
prohibiting such payments or by some other dis- 
position of profits. Contracts to be availing for 


MAGAZINE March, 1937 








credit must be in writing and executed by the cor- 
poration prior to May 1, 1936, and they must ex- 
pressly deal with the payment of dividends or with 
the disposition of earnings and profits of the par- 
ticular year for which credit is sought. 

Here, however, we have limitations upon deducti- 
bility which in many cases will tend to defeat the 
real objects of the relief provisions. The Bureau 
has issued some rulings on this subject which no 
doubt correctly apply the law, but on account of 
variances in the wording of indentures and con- 
tracts governing corporate obligations little comfort 
flows to the taxpayer. But w hether these relief pro- 
visions can be expanded so as to grant relief in all 
meritorious cases without letting in all sorts of debt 
claims is also doubtful. Substantial relief certainly 
cannot be afforded so long as the May 1 limitation is 
retained. This is nothing short of a discrimination 
against corporations which are compelled thereafter 
to refund their obligations. 


Effect of Undistributed Profits 

Tax on Business Welfare 

7, THE welfare of business generally is a proper 
subject for consideration in ie discussion of any 

tax, it seems to me this should be so in connection 


with the tax on undistributed profits. The prin-’ 


ciples underlying this tax are so far-reaching that 
I feel I am not digressing from the subject assigned 
to me if we briefly examine its relation to our general 
taxation structure. Many of our problems undoubt- 
edly emanate from these relationships. 


Deductibility of Capital Losses 


HE tax is imposed on “adjusted net income” the 

base of which is the net income as determined 
for the corporate normal income tax. But this is 
not necessarily the true net income because a capital 
loss or net capital loss is deductible only to the 
amount of $2,000. Nor is a capital loss deductible 
from the net income in determining the adjusted 
net income subject to the undistributed profits tax. 
Strange as it may seem capital net losses, which 
are not deductible for income tax purposes, are de- 
ductible in determining the tax on unreasonable ac- 
cumulations of corporate surplus, but they are 
disallowed in the calculation of amounts subject to 
the tax on undistributed earnings. 

It follows, therefore, that if a corporation with an 
operating net income of $100,000, and a capital net 
loss of the same amount, would not only pay the 
normal tax on $98,000 but it would be required to 
distribute this amount, less the normal tax, or pay 
the undistributed profits tax on the balance. If it 
could be assumed that the capital loss was sustained 
on the investment of the trading profits the tax 
would be imposed on a phantom income. While this 
would probably be a rare case it illustrates the in- 
justice of the taxation plan. 

Although ordinary taxes, such as those on real 
estate, are payable without regard to income from 
the property taxed, income taxes are assumed to be 
paid out of income. This is the theory of taxation 
according to ability to pay. If income which has 

(Continued on page 182) 
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The Undistributed Profits Tax 


and Business Fluctuations 


By KENNETH FIELD* 


HE new surtax on undistributed profits appears 

to be creating unforeseen repercussions in a vari- 
ety of directions. But one which seems to have 
escaped proper attention is the effect on statistical 
guide posts. The concentrated disbursement of 
large dividends in the latter part of the year cannot 
but have a distinct influence on the seasonal behavior 
of trade and business generally. Ultimately the 
declarations of dividends may greatly modify basic 
trends. A continuation of the present tax may well 
call for a recomputation of large numbers of statis- 


tical indexes. Let us examine the problem more 
methodically. 


Section 14 of the Revenue Act of 1936 provides 
lor a tax on undistributed corporate net income 
ranging from 7 per cent to 27 per cent, depending 
on the corporation’s net income which is not dis- 
tributed. The specific provisions are as follows: 

7 per centum of the portion of the undistributed net in- 


come which is not in excess of 10 per centum of the ad- 
justed net income. 


12 per centum of the portion of the undistributed net in- 


come which is in excess of 10 per centum and not in excess 
of 20 per centum of the adjusted net income. 





“ Head of Department of Economics, Carnegie Institute of Technol- 
ogy, Schenley Park, Pittsburgh, Pa.; member, Tax Research Foundation. 
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17 per centum of the portion of the undistributed net in- 
come which is in excess of 20 per centum and not in ex- 
cess of 40 per centum of the adjusted net income. 


22 per centum of the portion of the undistributed net in- 
come which is in excess of 40 per centum and not in excess 
of 60 per centum of the adjusted net income. 


_ 27 per centum of the portion of the undistributed net 
income which is in excess of 60 per centum of the adjusted 


net income. 

These rates are so high that the corporation can- 
not ordinarily afford to hold any substantial amount 
of the current earnings in the surplus account. To 
avoid the tax, it must declare them all as dividends. 
However, the Act makes the year the unit for tax 
purposes. Hence, the corporation is under no obli- 
gation to declare dividends at one time of year in 
preference to another. Ordinary conservatism would 
require a corporation to withhold some of the earn- 
ings as a reserve against unknown future contingen- 
cies were-it not for the severe tax penalty imposed 
on earnings so withheld. Blocked in its normal 
policies, therefore, the corporate management does 
the next best thing and defers paying out the full 
amount of earnings until the end of the year is in 
sight. In this way it does not weaken the corpora- 
tion’s resources beyond the approximate amount re- 
quired to meet the tax requirements. Then, after 
the turn of the year, it can withhold dividends and 
again rebuild working capital. Thus disbursements 
are concentrated at the end of the year. Although 
it is probable that dividends were held up in 1936 
to a greater extent than would be normai, still the 
uncertainties of the future, plus working capital 
needs, would always cause a definite concentration 
at the year-end. 

How has and will this process affect the measure- 
ment and forecasting of business fluctuations? 


Factors Operating to Produce Business 
Income 


USINESS analysts distinguish four broad 

groups of factors operating to produce business 
change. These are: (1) basic or long-term trends, 
(2) seasonal variation, (3) business cycles, and (4) er- 
ratic fluctuations. (1) The basic trend is produced by 
the long term underlying forces of growth and decline. 
Prominent in these forces are the increase or de- 
crease in population, changing standards of living, 
changing habits, changing processes and techniques, 
and changing governmental policies. (2) Seasonal 
variation is the fluctuation within the year. Indus- 
tries and business as a whole are affected by hot, 
cold, and stormy weather; by holiday habits; and by 
organized social habits based on the time of year. 
(3) Business cycles is a catch-all phrase to describe 
the continuous swing of business from depression to 
recovery, to prosperity, to financial crisis, to business 
liquidation, to depression, and to each phase over 
again. This is the business behavior that analysts 
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are trying to judge and to which the other factors 
are subordinated. (4) Erratic fluctuations are the 
result of residual factors, such as floods, earthquakes, 
wars, etc., factors which have no known regularity 
in their recurrence. For the most part, they are 
measured arbitrarily because they are so interwoven 
with the cyclical factors that they cannot readily 
be separated. 

Prevailing statistical method judges the position 
of business from an assumed normal. We are ina 
depression if we are below the assumed normal; 
we are enjoying prosperity if we are above it. Normal 
is found by computing a long-term trend and then 
adjusting it for seasonal variation. For example, 
Sepeetenest store sales for December tend to be 
173% of the average monthly sales for the year. 
y hensbone. if the basic trend figures showed depart- 
ment store sales for December at $100,000,000, the 
analyst would assume normal December sales to be 
173% of that amount, or $173,000,000, because the 
trend is a long term average figure which does not 
reflect the ups and downs of the season. 


Influence of Individual Factors 


N FORECASTING, trend lines are extended into 

the future on the assumption that the forces that 
operated in the past will continue to operate in the 
future with about the same total effect. That is, the in- 
dividual factors will either have the same influence, or 
if one changes, it will be offset by opposite changes 
somwhere else. (Of course, the extended trend is not 
taken at its face value. The analyst merely takes it 
as a starting point, saying, “If things operate as 
in the past we will reach this point, but since they 
will not so operate exactly T shall analyze the indi- 


vidual factors to see if they will bend this line up 
or down.’’) 


Alteration in Basic Trends in Certain Lines 


Ii trend is multiplied by the seasonal index and 

the result is called the normal quota. In measur- 
ing current position, this normal is subtracted from the 
actual operating results to show whether we are 
above or below normal. It is here that the tax on 
undistributed profits will raise havoc with past statisti- 
cal indexes. If the tax is continued in its present rigor, 
it may alter markedly even basic trends in certain 
lines. The industries that would benefit from cor- 
porate expenditure of retained earnings will in many 
cases be quite different from those which will benefit 
from consumer spending of those same earnings. 
The corporation may circumvent the force of the 
tax law to some extent by forcing the stockholder 
to buy more stock with his dividend. This it can 
do by issuing him rights under conditions which 
force subscription to the stock.’ But in spite of this 


1For example, a corporation with shares selling at $65 a share may 
offer stockholders the right to subscribe to one new share at $40 for 
each old share held. Suppose one stockholder in ten refuses to subscribe 
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compulsion, purchasing power is bound to be re- 
leased along different lines and basic trends thereby 
affected. The total effect may be much more start- 
ling than many realize because supply and demand 
relationships vary from commodity to commodity. 
Hence, it is possible for some commodity prices to 
be raised by the release of additional purchasing 
power much more than others are lowered by its 
withdrawal; or vice versa. Not only this, but the 
redirection of this purchasing power may cause fur- 
ther expansion of industries now booming while 
others are stagnated at present levels. Thus at 
the present time, we find charts showing business 
at normal when construction, transportation, and 
heavy industry are relatively far behind consumer 
goods lines. The new tax may slow the closing of 
this gap. 


Seasonal Buoyancy in Trade May Be 
Misleading 


HATEVER may be the revolution in individual 

basic trends, the seasonal indexes will be first dis- 
torted. Witness November, 1936, dividend disburse- 
ments of $883,000,000 compared with $401,000,000 in 
November, 1935, and a previous all time high of 
$567,000,000 in December, 1930. Corporations cannot 
release hundreds of millions of dollars in dividends 
week after week without creating a seasonal buoyancy 
in trade and finance that would not exist if such dis- 
bursements were spread more evenly throughout 
the year. This buoyancy has unquestionably affected 
1936 seasonal behavior. If the analyst is not careful, 
he may mistake a peculiar seasonal behavior for 
cyclical recovery and may misjudge current and 
future business changes. 

It is to be hoped that some adjustments will be 
made in the present Act to avoid present defects. 
Reasonable surplus accumulation should be per- 
mitted. But at all events, present year-end distor- 
tions should be alleviated. In this connection the 
use of a three year moving average base for all 
corporate taxation could be studied with profit. If 
a three year base were coupled with the right to 
accumulate a reasonable surplus, present irregulari- 
ties would be largely avoided. But regardless of fu- 
ture changes, business position as measured by past 
statistical indexes must be heavily discounted. 








to his allotment. The result after the other nine had subscribed would 


be as follows: 
10 old shares at $65 .. $650 
9 new shares at $40 .. 360 
$1,010 
Value per share outstanding $531 


By refusing to subscribe, the recalcitrant has lost the difference hbe- 
tween $65 and $53'%, or 117g points per share. Obviously he cannot 
afford to do this. Hence, he will subscribe to the new shares or sell 
the rights to those who will. In either event the corporation gets 
the desired funds. 

Incidentally, those who have looked upon the undistributed profits tax 
as a means of thwarting corporate saving and expansion have seemingly 
overlooked the fact that the corporation, by the issuing of rights, can 
recover a large portion of the dividends paid out, 


19 shares now outstanding 
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State 
Inheritance 
‘Taxes 


By EDWIN S. TODD 
NHERITANCE taxes—or to use a somewhat 


broader term, death duties—have become a per- 

manent part of the tax system in every country 
in the world. In the United States, beginning with 
its adoption in the state of New Y ork in 1885, this 
species of taxation has spread into nearly every state, 
and has also become a part of the tax system of the 
lederal Government. 

The origin of inheritance taxes takes us back at 
least to the earliest period of the Roman Empire. 
The first known Roman tax amounted to one twen- 
tieth of all legacies and inheritances. As time went 
on, near relatives were exempt from the tax, and it 
disappeared altogether before the time of Justinian. 
Pliny refers to the tax and laments its imposition on 
the score that it is a great enough calamity for a 
father to lose his only son, let alone being subjected 
to a tax on the inheritance from his son. During the 
Middle Ages, the inheritance tax appears under the 
name of re lief or heriot of feudal days. The theory 
was that in some way at the death of a tenant, the 
fief escheated to the lord who received the tax in 
exchange for a new permit to farm the land. The 
connection between these feudal dues and modern 
inheritance taxes can best be traced in France where 
the tax was gradually transformed into royal dues 
and finally into a state tax. 

l’rogressive inheritance taxes are practically a de- 
velopment of the present century. Prior to 1890, they 
were almost unknown except in Switzerland and 
Australia. Another comparatively recent develop- 
ment has been the inclusion of both estate and in- 
heritance taxes under what the British call death 
duties. Estate taxes are imposts on a decedent’s 
estate as a whole and must be paid before the estate 
can be divided among the heirs; while inheritance 
taxes are imposts on individual inheritances and lega- 
cies and are paid by the recipient. 

Death duties—to use the more comprehensive 
term—by their very nature cannot be called an in- 
tegral part of the main sources of revenue of a state. 
The revenues from such imposts are never as certain 
and regular as in the case of revenues arising from 
the taxation of property, or of personal and business 
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incomes. Death duties may be a very important part 
of the tax system of a state from the socio- political 
point of view; nevertheless, from the fiscal point of 
view, they must be regarded as more or less adven- 
titious. 


I. Social Reasons for Death Duties 


HILE estate and inheritance taxes have be- 
come a part of our state and national tax systems ; 
and while it may be useless to criticize the reasons 
advanced for their inclusion in the expectation that 
such criticism will lead to their elimination, never- 
theless, it may be of interest and profit to review 


what may be called the social arguments for such 
imposts. 


Why Death Duties Have Developed 


Fundamentally, the development of death duties 
has been a by-product of the profound changes in 
economic and social theory and practice during the 
last half century. In Great Britain and in the United 
States, particularly, there has been a radical trans- 
formation in the theories underlying the nature of 
political and civil rights. The old notion of rights 
as being just claims of the individual on society, has 
given place to the notion that rights have their origin 
in organized society and that they are, therefore, 
privileges granted to the individual by society or- 
ganized as the state. Asa corollary to this notion is 
the proposition that the welfare of the social body is 
paramount, even though, paradoxically, its health 
and perpetuity may be conserved only through con- 
serving the welfare of each individual citizen in the 
state. 

Economic theory has also been profoundly af- 
fected by the development of these and other similar 
notions. The older individualistic point of view of 
the classical economists has long ago given way 
to the social point of view; consequently, the ancient, 
time-honored laissez-faire doctrine has been supplant- 
ed by the theory that economic forces must be and 
can be directed primarily to the welfare of society. 
As a consequence of these radical changes in political 
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and economic theories, there has developed in the 
minds of many students of social phonomena the 
fundamental thesis that death duties provide the 
best method of equalizing the ownership of wealth. 
The arguments in defense of this thesis may be con- 
sidered and criticized under the following heads: 


A. Great Fortunes Built up Through Govern- 
mental Favors.—It is contended that great fortunes 
are built up through the grant of governmental favors 
or privileges; or through the private appropriation 
of sources of wealth that belong essentially to society 
as a whole; or through taking an unfair advantage in 
industry, commerce, or trade. Put still more briefly 
and bluntly, it is the belief of many students of 
society that no one can achieve a fortune honestly 
and by his own unsupported efforts. Like many 
other similar notions, this one contains a small ele- 
ment of truth; but it is of course in large measure 
fallacious and is the result of drawing a false general 
conclusion from a few individual but sporadic cases 
of genuine mal-appropriation of wealth. The ex- 
treme socialist, however, fortified by such a theory 
or belief, would therefore go so far as to advocate the 
confiscation of all wealth through the use of death 
duties, thus practically abolishing all private rights 
of inheritance. But the socialist is not alone in 
holding this notion. For example, Andrew Carnegie 
in his Lectures to Young Men favors a tax as high 
as 50 percent in the case of the largest fortunes, 
and contends that every dollar of the tax might be 
obtained without interfering with productive forces. 
In another article, Mr. Carnegie expressly declares 
that there is no limit to the imposition of inheritance 
tax rates, particularly in the upper categories of in- 
crements of wealth; and he also seems to support the 
current popular notion that such a tax is a sort of 
retribution or punishment imposed for a lifetime of 
accumulating ill gotten gains.! 


A critical examination of this argument shows 
that it is far too extreme in its claims. The argu- 
ment overlooks the rather obvious fact that, in the 
great majority of ¢ases, the builder of a fortune has 
given value received to society. It also wantonly 
ignores the equally obvious fact that, in the case 
of one who does accumulate a fortune through 
devious methods, it is, to say the least, rather illogical 
and unwise to wait until his death to remedy the 
matter. Finally, the argument ignores the fact that, 
if a retributive inheritance tax would succeed in re- 
moving a few of the evil effects alleged to be the 
results of the accumulation of large fortunes, it 
would not thereby remove the causes which make 
large fortunes possible. For example, if it is true 
that large fortunes have been unfairly accumulated 
through the unregulated private appropriation of 
oil or timber lands, it would be the better part of 
wisdom to use the police power of the state for the 
purpose of conserving this species of social heritage 
for the common welfare, rather than to permit pri- 
vate exploitation to go on until death provides an 
opportunity to remedy matters through the exer- 
cise of the taxing power. 





1 Carnegie says: “By taxing estates heavily at death, the state marks 
the condemnation of the selfish millionaire’s unworthy life.—Indeed, it 
is difficult to set bounds to the share of a rich man’s estate which should 
go at his death to the state.’”—North American Review 148:659. 
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similar theory to the one just discussed is what has 
been termed the co-heirship of the state. The orig- 
inal doctrine as it was developed in Germany ad- 
mitted the right of intestate inheritance only for 
the nearest collateral relatives. In other cases, a 
portion of the estate should pass to the State upon 
the death of every individual,—the portion increas- 
ing as the relation of personal heirs to the decedent 
became more distant. The doctrine as originally 
stated, never became popular outside of Germany ; 
but it has been closely associated with the theory of 
co-partnership,—that is to say, the state is a sort 
of silent partner cooperating with every citizen in 
the production of wealth and receives its reward 
at the death of the active partner. 


There are two valid criticisms of this theory or 
doctrine: (1) In the first place, it is clear as Max 
West has pointed out, that, from the point of view 
of political and legal science, “the state may acquire 
property by escheat, but not by inheritance. Inherit- 
ance implies kinship, and the modern state is not a 
genetic association. The representation of the state 
as co-heir is either a figure of speech (and as such 
is as old as Pliny), or else it results from a confusion 
of inheritance and escheat. Inheritance is not a 
matter of public law; it is for private law to pre- 
scribe how far inheritance shall be permitted between 
individuals, and for public law to ordain that where 
inheritance ends escheat shall begin.’ 


(2) In the second place, looking at the matter 
from the point of view of the man on the street, it 
requires quite a stretch of the imagination to be- 
lieve that the state is in any legal sense a silent 
partner in every enterprise. To be sure, the state 
affords that general protection and those general 
benefits without which it would be difficult for any 
individual to promote his private affairs or to carry 
on a business enterprise; but, even if we admit that 
the state, in the exercise of these functions, acts as 
a sort of silent partner, we still find a serious flaw 
in the argument which we can readily see when we 
merely declare the undoubted fact that the state 
does not wait until the death of the so-called active 
partner to secure its share of the income resulting 
from the alleged partnership. In this day, particu- 
larly, when personal and business income taxes have 
been so common, the state, as a general rule receives 
its full share of income resulting from its so-called 
partnership relations with business enterprise. An- 
other writer adds this trenchant criticism : 

Granting that a larger or smaller part of every private 
fortune arises, not from the accumulator’s efforts, but 
as an “unearned increment” resulting from the general 
social development of the locality and period, it is short- 
sighted to make this “partnership” the basis for inheritance 
taxation. There is no guarantee that the same proportion 
of all estates of the same class have resulted from social 
growth rather than individual initiative. Were this argu- 
ment the only basis of inheritance taxation, it would be 
self-evident that the tax would discriminate against many 
fortunes entirely due to their accumulators’ activities.* 

C. The Back Tax Theory.—Another very similar 
theory is called the back tax theory. The proponents 
of this rather popular theory assume that the own- 





2 Political Science Quarterly, VIII; 436. 
ee Essays in Taxation, p. 129. 
. J. Schultz, The Taxation of Inheritance, p. 182. 


Also quoted by F. R. A. 
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ers of large fortunes have generally, and to an un- 
fair degree, evaded property taxes during their 
lifetime. The estate or inheritance tax, therefore, 
is a means of securing in one sum the mass of pre- 
viously uncollected taxes. Of course, such a tax 
would incidentally serve the purpose of limiting the 
size of swollen fortunes. The flaws in the argument 
are apparent: In the first place, the tax would be 
inequitable in those states where the old general 
property tax is still in general use, inasmuch as 
owners of real estate have never been able to evade 
taxes to the extent that owners of intangible per- 
sonalty have been able to do, so that the heirs of 
owners of realty would be penalized for the failure 
of owners of personalty to pay taxes. In the second 
place, there would be no way at the death of the 
owner to measure the precise amount of taxes that 
had been evaded. Finally, it is extremely doubtful 
whether any large fortunes are now escaping the 
full measure of taxation, particularly in those states 
that have abandoned the old general property tax. 
It must be remembered that tax evasion, particu- 
larly under the general property tax, was owing in 
large measure to the defects in the tax system itself. 
The removal of those defects through a reorganiza- 
tion of the tax system has gone far toward the re- 
moval of the opportunities for tax evasion. 


D. The Capitalized Income Tax Theory.—A vari- 
ation of the back tax theory is what some writers 
have called a capitalized income tax. An English 
economist, for example, says: 

We find that a fairly constant proportion of property 
passes annually by death, and we are thus led to regard 
death duties as a capitalized income tax levied only on 
accumulated wealth, and sparing those comparatively 
temporary parts of income that result from ‘personal 
exertion.* 

The proponents of this theory seem to base their 
views not so much on the alleged previous evasion 
of taxes by the decedent property owner, as on the 
fact that the owner of property has been fortunate 
enough to escape taxes that have never been imposed.° 
The implication is that a lump sum or funded prop- 
erty tax is justified on the ground that taxes should 
have been imposed during the lifetime of the owner. 
The criticisms of this theory are very similar to 
those offered in the discussion of the back tax theory. 
[t would be rather difficult in this day of modern 
income and property taxes to prove that there are 
any potential taxes other than those that have been 
imposed already ; and it would be even more difficult 
to prove that incomes are not bearing their fair share 
of the annual tax burden. In the second place, if this 
theory were made the basis of inheritance taxation, 
it would be inequitable on account of the varying 
irequency of transfer. 


II. Political Reasons for Imposing 
Death Duties 


HE political reasons for the imposition of death 
duties have been clearly stated by political scien- 
tists and by the courts. Fundamentally, the state is the 
owner of all wealth and the source of all property 
rights. The right of eminent domain—the right to 


*C. F. Bastable, Public Finance, 3rd Ed. p. 594. 
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take private property for public use—is an illustra- 
tion of the truth of this proposition. Likewise the 
ancient dictum of the United States Supreme Court 
that the power to tax is the power to destroy is inci- 
dentally another illustration. 

In conformity to this basic theory is the principle, 
sustained by the courts, that property, at the death 
of the private owner, really reverts or escheats to 
the state. The state, however, by an act of grace 
and for reasons of public policy, permits the private 
owner to devise his estate by will, subject to certain 
statutory restrictions, to the heirs he may select; 
or, in case there is no will, the state fixes and deter- 
mines the methods and channels for the division of 
the estate. Inasmuch as the state may set up re- 
strictions on the right of devising property or on 
the right of inheritance, it may justly impose a tax 
on the right to devise or bequeath property or on 
the right to receive an inheritance. Legally, there- 
fore, estate taxes are not on property at all; but 
imposts on the right to devise and bequeath prop- 
erty ; and inheritance taxes, likewise are imposts on 
the right to receive property through inheritance. 
This principle has been upheld by the United States 
Supreme Court in the following language: 

We know of no legal principle to prevent the legislature 
(of a state) from taking away or limiting the right of 
testamentary disposition or imposing such conditions upon 
its exercise as it may deem conducive to the public good.° 

Is this privilege of inheritance principle in keeping 
with principles of justice in taxation? The answer 
depends upon the point of view. If we regard an 
inheritance as an accidental or fortuitous income, 
we may couple it with the privilege of inheritance 
principle and thus have a logical basis for inheritance 
taxation; and we may further agree that it is in 
keeping with the principle of ability to pay. But 
this theory is far from being invulnerable, particu- 
larly in cases where inheritances can, by no stretch 
of the imagination, be classed as either accidental 
or fortuitous,—for example, in the case of a wife 
inheriting property through the will of her husband. 
At least, this explanation can be defended in two 
ways: First, that it seemingly rounds out the tax 
system, and that it is open to fewer objections than 
the other theories we have discussed. And, in the 
second place, it squares with current popular ideas 
of justice and ethics, and has therefore, willy-nilly, 
become a permanent part of the tax system. In the 
words of another writer: 

If our inheritance tax has been drawn to meet the ap- 
proval of the influential majority, if it does not clash with 
the popularly accepted, but none the less irrational ethical 
and economic concepts of the day, it will be approved by 
that majority and will be recorded as a good, just and 
moral tax. And, what is more, it will provoke a minimum 
of discontent and popular dissatisfaction, which is, after 


all, the only pragmatic criterion of taxation and of all 
legislation.’ 


III. Fiscal Reasons for Death Duties 


ROM the point of view of practical public 
finance, the arguments or reasons for the im- 
position of death duties may be stated briefly as 
follows: (1) In the first place, the state needs greater 


5 Cf Max West, The Inheritance Tax, p. 205; and Wm. Schultz, The 
Taxation of Inheritances, p. 184. 

*U. S. v. Perkins, 163 U. S. 628. 

7Wm. Schultz, The Taxation of Inheritance, p. 199. 
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revenues, and therefore finds it necessary to tap 
every possible source of revenue. Since estates and 
inheritances provide a convenient source of revenue, 
the state is justified in imposing death duties. This 
is of course an argument of expediency, but never- 
theless a very powerful and popular one with many 
public fiscal officers hard pressed to provide funds 
for ever increasing expenditures. (2) The second 
argument takes this form: Inasmuch as the state 
supervises the probation of wills and the administra- 
tion of the estates of decedent citizens, the amount 
of the tax can be readily and economically ascer- 
tained. Therefore the tax can be collected at small 
expense to the state. (3) Third, it is contended 
that the tax is collected at a time when the decedent 
is best able to pay. It is obvious that this state- 
ment is true in so far as the decedent is concerned ; 
but it is not equally obvious that it is always a con- 
venient time for the heirs—the immediate heirs at 
least—to pay the tax. (4) The fourth argument is 
that the tax can neither be shifted nor evaded. It 
is obvious that the burden of an inheritance tax will 
fall on the one intended to bear it for the reason that 
there is no one to whom the tax can be shifted. If 
we define evasion, as we should, as doing an act 
contrary to the plain intent or the letter of the law, 
we cannot be so confident that the tax has not been 
or will not be evaded. So far as the states of the 
United States are concerned, however, it may be 
confidently stated that evasion has been checked 
or largely prevented by the substitution of state 
administration and collection of inheritance taxes 
for the former more or less local administration ; 
and by the provision of proper penalties for tax 
evasion. In the second place, the chances for evad- 
ing the tax have been lessened by provisions for 
applying the inheritance tax to gifts made in con- 
templation of death. In the third place, the ma- 
jority of the states have compelled banks and safe 
deposit companies to furnish confidential information 
to the proper authorities relative to securities and 
other valuable personal property held by them in 
the name of the decedents. Finally, progress has 
been made in the prevention of tax evasion by means 
of trusts made in contemplation of death. 


IV. Typical Objections to the 
Inheritance Tax 


1. The Inheritance Tax Is a Tax on Capital 

MONG the economists, Adam Smith, Ricardo, 

and Bastable held that the inheritance tax is 
a tax on capital. For example, Bastable’s argument 
runs as follows: 

Succession duties first of all possess the grave economic 
fault of tending to fall on capital or accumulated wealth 
rather than on income; they therefore may retard progress. 
The force of this objection no doubt varies greatly with 
the economic position of the society and the habits of the 
people; but it is, nevertheless, always more or less in 
operation. * * * To take a part from a given mass of 
wealth at the moment of acquisition leads the new possessor 
to look upon the remainder as all tltat ever existed.® 


This objection can be put in the form of the gen- 
eral statement that the tax is one on capital and 
therefore contrary to that old canon or rule of taxa- 





8C. F. Bastable, Public Finance, p. 591. 
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tion which declares that the patrimony of the state 
must not be impaired. 

If one is careful to distinguish between the social 
capital goods of the community and individual own- 
ership of property in those goods at any moment 
of time, it is difficult to see how any kind of death 
duty lessens the total amount of wealth or capital 
in the community. Of course, it cannot be denied 
that the tax may result in the diffusion of private 
ownership of capital goods. Inasmuch as the cap- 
ital goods or productive wealth of a community con- 
sists of its farm lands, its mines, its railways, its 
factories, etc., there could be no depletion of that 
productive wealth through the imposition of a mod- 
erate inheritance tax, unless it drew upon what Pro- 
fessor Seager has aptly called the replacement fund 
which must be set aside for the purpose of replacing 
worn out capital goods or for the creation of new 
capital goods. In short, there is no greater chance 
or likelihood that a moderate death duty will impair 
the patrimony of the state than in the case of taxes 
on property or income. 

From the point of view of the individual citizen, 
however, estate or inheritance taxes—especially those 
imposed by competing jurisdictions—may and often 
do result in the confiscation of individual capital 
assets. For example, a death duty on the estate 
of one who may have been the sole or chief owner 
of an industrial or mercantile enterprise may be im- 
posed at such an unfavorable time as to impair 
seriously the assets of the estate. This argument, 
however, overlooks the fact that a general property 
tax or even an income tax may at times have the 
same general economic effects. Furthermore, from 
the point of view of practical fiscal administration, 
there is little chance for anything resembling con- 
fiscation of individual property rights for three 
reasons, namely: (1) It is becoming increasingly 
common for countries to permit the payment of the 
tax in instalments, covering several years, if neces- 
sary. (2) It is now common practice to purchase 
life insurance for the purpose of meeting death 
duties. (3) Finally, through the gradual but certain 
development of interstate and international comity 
in taxation, there is a continually decreasing likeli- 
hood that estates or inheritances will suffer from 
the hardships incidental to double taxation by com- 
peting jurisdictions. 


2. A Death Duty Is a Tax on Thrift 


The objection has been made that death duties 
inhibit thrift. For example, Bastable argues that 
succession duties may be placed at a sufficiently high 
point not only to inhibit but actually to destroy the 
process of saving. Of course, it is theoretically pos- 
sible to raise death duties to such a high point as 
to discourage saving; but, on the other hand, it is 
equally plausible, theoretically, to argue that a high 
tax will be an incentive to save in order that one 
may provide for his dependents. 

While one may rightly deplore the tendency to 
increasingly high estate and inheritance taxes for 
the purpose, not of revenue, but of bringing about 
an alleged redistribution of wealth, nevertheless, 
from the point of view of everyday facts and ex- 
perience, it would be difficult to find any proof that 
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death duties have actually inhibited thrift. It is 
certain that an examination of the history of such 
taxes in the United States up to recent years at least, 
would show no diminution in the desire or efforts 
of any economic class to accumulate larger fortunes. 
In the great majority of the states, inheritance tax 
rates are low and fairly well adjusted to do justice 
to the various classes of heirs so that, even from a 
theoretical point of view, they cannot discourage 
thrift. This statement, however, does not run 
counter to the fact that death duties in the past 
have occasionally resulted in flagrant injustice to 
certain individuals, especially w hen they have been 
subjected to taxation by various competing juris- 
dictions. Whether the current tendency to make 
death duties so high as to confiscate large fortunes 
will compel us to revise these conclusions is an ex- 
tremely serious question which cannot be discussed 
at this time and ‘place. 


3. Death Duties Work an Injustice to Widows and 
Orphans 


The objection is still frequently made that death 
duties bear harshly on widows and orphans. It is 
undoubtedly true that those who may have helped 
to build up an estate might be unfairly treated 
through the imposition of death duties. For ex- 
ample, a husband and wife may have built up a joint 
estate; yet, at the death of either one, the survivor, 
in many states of the United States, may be taxed 
on the full value of the estate. This situation will 
soon bea thing of the past in the states of the United 
States. The Federal estate tax law now provides 
that the survivor-owner of a joint estate shall be 
exempt from taxation on that part of the estate 
which constitutes his contribution to the joint estate ; 
and the states are tending to follow the Federal 
procedure. The inheritance tax laws of the states 
also generally recognize the fact that widows and 
orphans should receive more favorable treatment 
than other heirs. Exemptions are generally larger 
and rates lower for this class of heirs than for others 
more distantly related to the decedent. 


V. State versus Federal Death Duties 


HALL the states or the Federal Government levy 

death duties? The independent development of 
state and Federal taxation has led to a more or less 
chaotic situation in respect to death duties. During 
the last ten years or more there has been 1 increasing 
discontent in the majority of the states owing to 
the invasion of this field by the Federal Government, 
and to the consequent increase in the tax burdens 
on estates already subject to state taxation. There 
are three possible ways out of the present confused 
situation, namely: (1) Abandonment of inheritance 
taxation by the states as a source of revenue; (2) 
abandonment of estate taxation by the Federal Gov- 
ernment as a source of Federal revenue, consequent 
upon an agreement among the states to cooperate 
tor the purpose of securing the maximum of equity 
* such taxation; or (3) the collection of death duties 
by the Federal ‘Gov ernment and a distribution of 
the revenues among the states. 
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1. The Case for Federal Administration 


Unfortunately, the experts disagree as to whether 
the Federal Government should or should not con- 
tinue in the field of estate taxation. The major argu- 
ments presented in favor of the proposition that the 
Federal Government should continue in this field 
of taxation may be summed up as follows: 

(a) Property rights are so far flung in our day 
that the Federal Government alone can make an 
adequate inventory of large estates. For example, 
state courts are not as well suited as Federal courts 
for the foreclosure of a mortgage of a railway 
company. 


(b) The collection of the tax would be assured. 

(c) Property everywhere would be relieved from 
double taxation. 

(d) The Federal Estate Tax Law has accelerated 
the collection of state revenues. 

(e) The Federal Government needs the revenue. 

(f) A Federal death duty is a necessary corollary 
to a Federal income tax. 

(g) Without Federal estate taxes, holders of tax 
exempt securities would wholly escape Federal tax- 
ation. 

(h) It is unwise and imprudent to stake out sepa- 
rate spheres of taxation. Furthermore, it is unwise 
for the Federal Government to consent to the im- 
plied proposition that any form of taxation is pecu- 
liarly reserved to the states. There can be no safe 
limitation to the Federal taxing power.® 


2. Current Objections to the Tax 


The chief current ‘objections to a Federal estate 
tax may be summed us as follows: 

(a) Historically considered, the states first devel- 
oped inheritance taxes. 

(b) The Federal Government has no use for the 
tax except possibly during times of war; while the 
states do need the tax in order to have sufficient 
revenues to meet continually increasing expenditures. 

(c) The states control the devolution of property 
and are therefore in a better position than the Fed- 
eral Government to administer the tax. 

(d) There is endless red tape necessary to get 
consent to the transfer of property. 

(e) The right to regulate succession is vested in 
the states and not in Congress.?° 

(f) The state can administer the tax in the great 
majority of cases with greater economy and effi- 
ciency. 


3. Criticisms of the Arguments 


While there is no common agreement on the ques- 
tion, nevertheless, it seems to an impartial observer 
that the states have somewhat the better of the argu- 
ment; at least it must be admitted that the states 
have presented a strong case. While it may be true 
that the Federal Government may best inventory 
and administer large estates comprising property 
in many states, there has never been any serious 
objection to the efficiency of state probate courts in 
administering the vast majority of estates. It is 
likewise very doubtful whether, under Federal con- 





®Cf. Proceedings of National Tax Conference, 1920; p. 78 and 1924, 
p.. 57. 


1 Knowlton v. Moore, 178 U.S. 41. 
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trol, tax collections would be any more certain than 
they are now under state control. 


Perhaps the strongest argument for Federal con- 
trol is that in regard to the elimination of double 
taxation. This argument, however, has lost its force 
during the last few years owing to the action of 
the courts and to the development of reciprocity 
agreements among the states which will be discussed 
under a later topic. The argument that the Federal 
Estate Tax has accelerated the movement to develop 
death duties among the states has some merit. The 
Federal law now provides that the Federal Govern- 
ment will credit to any state eighty per cent of the 
tax collected under the Federal tax, if the state will 
impose a tax equal to or higher than eighty per cent 
of the Federal tax. This provision has been un- 
doubtedly a powerful incentive impelling the states 
to revise their inheritance tax-laws at least to the 
level where they can take advantage of the Federal 
rebate. There is a strong reason for believing, how- 
ever, that state inheritance taxes would have devel- 
oped just as rapidly even though there had never 
been a Federal estate tax—witness again the reci- 
procity movement of the last few years. 

The last three arguments presented above in favor 
of the Federal tax are inherently weak. It is fully 
as logical, probably more so, to assert that the states 
have a greater need for the resulting revenues than 
has the Federal Government on account of the con- 
tinually increasing fiscal burdens of the states. 
Likewise, it is rather difficult to understand how a Fed- 
eral estate tax is a natural complement to an income 
tax, and that, without such a tax, holders of tax ex- 
empt securities would escape Federal taxation. The 
statement in regard to Federal securities is particu- 
larly illogical inasmuch as it is clearly inconsistent 
with the alleged principles upon which tax exemp- 
tion of Federal securities is based. If it is logical 
and necessary to exempt public securities from an 
income tax, it is equally logical to exempt them from 
an estate tax. In regard to the fear that the Federal 
Government is permitting a dangerous usurpation 
of its powers in surrendering the inheritance tax to 
the states it may be remarked that the Federal Gov- 
ernment may levy what amounts to a direct tax on 
the states, provided the tax is proportionate to the 
population, yet the Federal Government has not 
imposed such a tax since the Civil War. By prac- 
tice, if not by legal enactment, Congress has left 
real estate to the states as a source of revenue. By 
the same token, the Federal Government could leave 
to the states the taxation of inheritances without in- 
hibiting the constitutional powers of the Federal 
Government. 


VI. Principles Underlying State 
Inheritance Taxes 


UR discussion thus far has shown how and why 

death duties have become a part of our state 
tax systems. Assuming that they have become 
permanent adjuncts to the tax system; and further 
assuming that the states by right should develop 
such taxation, it becomes the duty of students of 
public finance, of tax administrators, and of our state 
legislative bodies to establish principles of justice 
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and equity on which to build a system of death 
duties. Confining our discussion to inheritance taxes 
alone, let us attempt to set up a few principles on 
which there can be general agreement among the- 
orists and practical fiscal administrators. 


1. The Property to Be Taxed 


There should be a clean cut definition of the prop- 
erty to be taxed in order to conform to common 
standards of equity and justice. The property to be 
taxed should at least exclude: (1) Bona fide debts 
and obligations of the deceased. This proposition 
is self-evident and is already common practice among 
the states. (2) Bequests to educational, charitable 
and religious institutions. This proposition is a rea- 
sonable one and in conformity to the notions of those 
who contend that large estates should be broken up 
in the interest of the social welfare. (In making 
this last statement, I am far from agreement or 
sympathy with those social reformers who would 
use inheritance taxation for the express purpose of 
breaking up large fortunes. The primary purpose 
of death duties is the raising of sufficient revenue 
for the legitimate needs of the state.) (3) The 
proceeds of life insurance policies, made payable 
either in a single sum or in instalments to specific 
beneficiaries upon the death of the insured. No 
one questions the fairness of a tax on the proceeds 
of a life insurance policy which automatically be- 
comes a part of the estate of the deceased; but it 
is eminently unfair to include insurance payable to 
a specified beneficiary. To place an estate or in- 
heritance tax on such funds is clearly in derogation 
of the principles upon which life insurance is built 
and also contrary to the legal concept in the contract 
of insurance. (4) Contingent estates and estates in 
expectancy. It seems unfair to tax one on an estate, 
either vested or contingent, in which one may have 
a present right or interest, but of which the actual 
possession and enjoyment is postponed or limited 
to take effect at some future time or upon the hap- 
pening of some future event. For example, if A 
should by will leave his estate for the life use of B, 
with the provision that on B’s death, the property 
should devolve in fee to C; it seems quite unfair, 
to the layman at least, in the event of C’s death prior 
to that of B, to include in C’s taxable estate the 
property which he has never actually possessed or 
enjoyed. 


2. Tax Rates and Exemptions 


Tax rates and exemptions should never be merely 
punitive, but they should be graded as to relation- 
ship of the heirs to the deceased. Husband and wife 
and dependent children should have the largest ex- 
emption and the lowest rates. The accumulation 
of property by husband and wife should always be 
treated as “community property” whether there is 
or is not legal evidence of such joint ownership. For 
husband or wife, as well as for minor or dependent 
children, the exemptions should be high and the 
initial tax rate very low. In determining the amount 
of exemption for this class, the prime consideration 
should be the amount of income to enable one to 
live in reasonable comfort. For example, an exemp- 
tion of $25,000 for a widow may appear superficially 
to be a large sum; but in terms of an assured income 
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on that principal it means an annual income of no 
more than $1200 at the most. Exemptions for this 
class of heirs—particularly widows and minor chil- 
dren—in many of the states is far too low. An 
exemption of $25,000 seems fair and reasonable. In 
cases where husband and wife are formally joint 
owners of an estate, only one-half of the transfer at 
the death of the husband or wife should be taxed 
to the survivor. In a few of the states, California 
for example, all property accumulated after marriage 
is treated as community property as to husband or 
wife, therefore, upon the death of the husband, for 
example, one- half of the community property which 
belongs to or passes to the widow is exempt from 
death duties. 

Exemptions should be allowed to parents, grand- 
parents, and to minor grandchildren, on the score 
that they may be dependents of the deceased; or 
that—as in the case of parents or grandparents— 
they may have contributed to the building up of 
the decedent’s estate. It is to be seriously doubted 
whether any sort of exemption should be allowed 
to other classes of heirs or beneficiaries." 


3. Where the Tax Should Be Levied 


The inheritance tax should be levied in the state 
where the property has a situs. Real estate and 
tangible personalty should be taxed in the state 
where the property is situated; and intangible prop- 
erty should be taxed at the domicile of the decedent 
owner. Unfortunately, this has not been the prac- 
tice in the United States until recent years at least. 
As late as 1925, in the majority of the states, if a 
non-resident property owner died leaving corpora- 
tion stocks or bonds, the shares were taxed by the 
state of domicile, by the state of incorporation, and 
by the Federal Government. If the corporation 
issuing the securities had a charter in more than 
one state, the securities were taxable in each juris- 
diction in the case of thirteen states. These attempts 
to tax non-residents produced relatively little reve- 
nue to the states involved; but they did materially 
increase the costs of administration of estates; and 
they undoubtedly tended to inhibit the free invest- 
ment of capital among the various states.” 

During the last few vears there has been an in- 
creasing demand for uniformity in the tax laws of 
the states so as to preclude grossly inequitable forms 
of double taxation of inheritances. This reform has 
taken on two forms: (1) Voluntary action on the 





" The Model Tax Law, as approved by the National Tax Association 
in 1922, recommends the following exemptions and rates for the states 
f the United States: (1) All transfers to educational, charitable, and 
religious institutions to be exempt. (2) Beneficiaries ‘shall be divided 
into three classes: Class A includes wife, husband, lineal ancestors and 
descendants, adopted child, son-in-law and daughter- in-law. Class B 
includes brother, sister, brother-in- -law, sister-in-law, nephew or niece, 
the wife or widow of a nephew, or the husband of a niece. Class C 
includes all other persons or corporations. (3) Husband or wife, or any 
other person under 21 vears of age in Ciass A, shall be allowed an 
initial personal exemption of $10,000. For all other persons or corpora- 
tions, the exemption shall be $500. (4) The determination of the initial 
rate in each class is left to the states; the symbol “x” in the following 
tables will be used to indicate the rate and may aa in the various 


states. — progression of rates for each class is indicated in the follow- 

ing table: 

‘ Class A Class B Class C 

Up to $25,000 above exemption x% 2x% (See note 1) 
$25,000-$50,000 ; ; 2x% 3x% 7x% 
$50,000-$100,000 é ae 3x% 4x% 8x% 
$100,000-$500,000 z 4x% 5x% 9x% 
Above $500,000 .. »° Sage 6x% 10x% 


(Note 1. For Class C, the rate is 5x% on amounts up to $10,000 above 
the exemption, and 6x% on sums from $10,000 to $25,000. 


sue. cy. FP. S. Edmonds, Proceedings National Tax Conference, 1925, p 
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part of the states; and (2) compulsory reforms ne- 
cessitated by Federal court decisions. 


Reciprocity Among the States 


New York initiated the movement toward reci- 
procity in 1910, by passing an act taxing intangible 
property of resident decedents only, and was fol- 
lowed shortly afterwards by Massachusetts. Up to 
1925, only four states had reciprocity laws, namely, 
New York, Massachusetts, Connecticut, and Penn- 
sylvania. The movement toward reciprocity was 
accellerated in 1925.1° By 1925, twenty-one states 
comprising 60 per cent of the population of the 
United States had agreed not to tax the stocks and 
bonds of non-resident decedents, and the movement 
had extended to the Canadian provinces and to other 
foreign countries.* At the present time practically 
all of the states have reciprocity laws. 


Court Decisions Affecting State 
Taxation of Inheritances 


The history of court decisions and their influence 
on state inheritance taxation, together with the im- 
plications involved in these decisions in regard to 
possible modifications of the general property tax, 
form an important and interesting chapter in the 
development of death duties. It is impossible, how- 
ever, in a single essay even to cite the great number 
of state and Federal decisions which have profoundly 
affected state legislation, and we shall therefore limit 
ourselves to the discussion of a few of the outstand- 
ing decisions of the past few years. 

(a) The case of Kirkland v. Hotchkiss.°—The case 
of Kirkland v. Hotchkiss has been referred to by the 
Federal Supreme Court in recent decisions as form- 
ing a basis for the present attitude of the chief Fed- 
eral tribunal. In that case the Federal Supreme 
Court declared: 

Plainly, therefore, our only duty is to inquire whether 
the Constitution prohibits a state from taxing, in the hands 
of one of its resident citizens, a debt held by him upon a 
resident of another state, and evidenced by the bond of 
the debtor, secured by deed of trust or mortgage upon 
real estate situated in the state in which the debtor resides. 
The question does not seem to us to be very difficult of 
solution. The creditor, it is conceded, is a permanent resi- 
dent within the jurisdiction of the state imposing the tax. 
The debt is property in his hands constituting a portion of 
his wealth, from which he is under the highest obligation, 
in common with his fellow citizens of the same state, to 
contribute for the support of the government whose protec- 
tion he enjoys. * * * That debt, although a species of in- 
tangible property, may, for purposes of taxation, if not for 
all others, be regarded as situated at the domicile of the 
creditor. It is none the less property because its amount 
and maturity are set forth ina bond. That bond, wherever 
actually held or deposited, is only evidence of the debt, 
and, if destroyed, the debt remains. Nor is the debt, for the 
purposes of taxation, affected by the fact that it is secured 
by mortgage upon real estate in Illinois. The mortgage 
is but a security for the debt and, as held in State Tax on 
Foreign-held Bonds (115 Wall. 300), the right of the creditor 
to proceed against the property mortgaged, upon a given 
contingency, * * * has no locality independent of the party 
in whom it resides. * * * The debt then, having its situs at 





13 Credit for this movement is due very largely to the untiring efforts 
of special committees of the National Tax Association. For detailed 
information, see the Conference Reports, 1925-1935. 

“4 For material on the rapid movement toward international reciprocity, 
see recent reports of the expert committees on Double Taxation, ap- 
pointed by the League of Nations. See also Tue Tax Macazine, Jan., 
1932, p. 10; July 1935, p. 409; February 1936, p. 85. 

®100 U.S. 491. 
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the creditor’s residence (italics mine), both he and it are, 
for the purposes of taxation, within the jurisdiction of the 
state. 


(b) Blodgett v. Silberman.*°—In a recent case to 
be noted later, the Supreme Court refers again to 
another relatively recent important case, Blodgett v. 
Silberman, in the discussion of which, the Court de- 
clared: 


The question here is whether bonds, unlike choses in 
action, may have a situs different from the owner’s domicile, 
such as will render their transfer taxable in the state of 
their situs and in only that state. We think the bonds are 
not thus distinguishable from other choses in action. * * * 
Bonds are in their essence only evidences of debt. * * * 
Their destruction physically will not destroy the debt itself. 
They are representative and not the thing itself. 


(c) Farmers Loan and Trust Company v. Minne- 
sota.""—The two decisions just quoted paved the way 
for a sweeping decision in January, 1930, in the case 
of the Farmers Loan and Trust Co. v. Minnesota. The 
chief features of this case are as follows: Bonds 
issued by the State of Minnesota and its sub-divisions 
were held by a citizen of New York, and on deposit 
in New York. Upon the death of the owner, Minne- 
sota attempted to tax these bonds and the Minnesota 
Supreme Court sustained the tax. The United States 
Supreme Court, in reversing the decision of the state 
court, made it emphatic that no state had the right 
to tax bonds owned by citizens of another state. 
Among the most important statements made by the 
Court are the bontoweng : 


Blackstone v. Miller * and certain approving opinions, lend 
support to the doctrine that ordinarily choses in action are 
subject to taxation both at the debtor's domicile and at 
the domicile of the creditor; that two states may tax on 
different and more or less inconsistent principles the same 
testamentary transfer of such property without conflict 
with the Fourteenth Amendment. The inevitable tendency 
of that view is to disturb good relations among the states. 
* * * The practical effect of it has been bad; perhaps two- 
thirds of the states have endeavored to avoid the evil by 
resort to reciprocal exemption laws. It has been stoutly 
assailed on principle. Having reconsidered the supporting 
arguments in the light of our more recent opinions, we are 
compelled to declare it untenable. Blackstone v. Miller no 
longer can be regarded as a correct exposition of existing 
law; and to prevent misunderstandings, it is definitely over- 
ruled. * * * Four different views concerning the situs for 
taxation of negotiable public obligations have been ad- 
vanced. One fixes this at the domicile of the owner; 
another at the debtor’s domicile; a third at the place where 
the instruments are physically present; and the fourth 
within the jurisdiction where the owner has caused them 
to become integral parts of a localized business. If each 
state can adopt any one of these and tax accordingly, 
obviously, the same bonds may be declared present for 
taxation in two, three, or four places at the same time. 
Such a startling possibility suggests a wrong premise. 
* * * We have determined that in general intangibles 
may be properly taxed at the domicile of their owner and 
we can find no sufficient reason for saying that they are 
not entitled to enjoy an immunity against taxation at more 
than one place similar to that accorded to tangibles. The 
difference between the two things, although obvious 
enough, seems insufficient to justify the harsh and oppres- 
sive discrimination against intangibles contended for on 
hehalf of Minnesota. * * * The bonds and certificates of 
the decedent had acquired permanent situs for taxation in 
New York; their testamentary transfer was properly tax- 
able there but not in Minnesota. 


(d) Baldwin et al. v. Missouri.°—The decision in 
the Minnesota case was reaffirmed in May, 1930, in 

277 U. S. 1. (1928) 

17 380 U. S. 204. 


188 U. S. 189. 
#281 U.S 586. 
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the case of Baldwin et al. v. Missouri. The circum- 
stances leading to litigation were similar to those 
in the Minnesota case: One, Mrs. Carrie Baldwin, 
a resident of Illinois, owned real estate in Missouri; 
she also owned certain bonds and notes which were 
physically located in Missouri. She died in Illinois; 
and, under Illinois law, an inheritance tax was im- 
posed on her entire property. Missouri also at- 
tempted to tax both the real estate and the securities. 
The tax on the securities was resisted by a suit 
brought in a Missouri court. The Lewis County 
Circuit Court held that the transfer of the personal 
property was not taxable in Missouri; but, on appeal 
to that body, the Missouri Supreme Court overruled 
the lower court on the ground that, whether or not 
the personalty had acquired a situs in Missouri, it 
was nevertheless within the jurisdiction of the state 
and properly subject to the transfer tax. 

The case was appealed to the United States Su- 
preme Court, which said: 


The challenged judgment rests upon the broad theory 
that a state may lay succession or inheritance taxes meas- 
ured by the value of any deposits in local banks passing 
from a non-resident decedent; also upon the value of bonds 
issued by the United States and promissory notes executed 
by individual citizens of the state, when devised by such 
non-resident, if these bonds or notes happen to be found 
within the confines of the state when death occurs. * * * 
Considering Farmers Loan and Trust Company v. Minnesota 
and previous opinions referred to, the theory upon which 
the court below (Missouri Supreme Court) proceeded is 
untenable and its judgment must be reversed. * * * 
Ordinarily, bank deposits are mere credits and for pur- 
poses of ad valorem taxation have situs at the domicile of 
the creditor only. The same general rule applies to nego- 
tiable bonds and notes, whether secured by liens on real 
estate or otherwise. * * * We find nothing to exempt the 
effort to tax the transfer of deposits in Missouri banks 
from the principle applied in Farmers Loan and Trust Com- 
pany v. Minnesota. The situs of the credit was in Illinois 
where the depositor had her domicile. There the property 
interest passed under will; and there the transfer was 
actually taxed. This passing was properly taxed at that 
place and not elsewhere. The bonds and notes, although 
physically within Missouri, under our former opinions were 
choses in action with situs at the domicile of the creditor. 
At that point they too passed from the dead to the living, 
and there this transfer was actually taxed. As they were 
not in Missouri for taxation purposes the transfer was not 
subject to her power. * * * It has been suggested that 
should the state of domicile be unable to enforce the col- 
lection of the tax laid by it under the transfer, then in 
practice all taxation thereon might be evaded. The infer- 
ence seems to be that double taxation—by two states on 
the same transfer—should be sustained in order to prevent 
escape from liability in exceptional cases. We cannot 
assent. 


Justices Holmes, Brandeis, and Stone dissented 
vigorously from the majority opinion. Justice 
Holmes held that the decision limited the powers 
of the states to an unwarranted degree: 


We ought to remember the great caution shown by the 
Constitution in limiting the powers of the states. * * * It 
might be good policy to restrict taxation to a single place, 
and perhaps the technical conception of domicile may be 
the best determinant. But it seems to me that if the result 
is to be reached it should be reached through understand- 
ing among the states, (and) by uniform legislation. * * * 
In this case the bonds, notes and bank accounts were within 
the power and received the protection of the state of 
Missouri, * * * so that logically Missouri was justified 
in demanding a quid pro quo. 


Justice Stone said: 


We ought not to overturn long established rules govern- 
ing the constitutional power to tax, without some con- 
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sideration of the necessity and of all consequences of the 
change. Under the law as it has been, no one need to sub- 
ject himself to double taxation by keeping his securities in 
a state different from his domicile, or by seeking the protec- 
tion of his mortgage investments. * * * I do not assume, 
from anything that has been said in this or the earlier 
cases, that constitutional power to tax the transfer of notes 
and bonds at their business situs, no longer exists. As this 
Court has often held, the burden rests upon him who as- 
sails a statute to establish its unconstitutionality. 

(e) First National Bank of Boston v. State of 
\/aine.*°--The two decisions just cited applied spe- 
cilically to bonds and bank deposits; so that the 
question still remained as to the constitutionality 
of a state tax upon shares of stock of non-resident 
decedents. That question was settled by the Fed- 
eral Supreme Court in the case of the First National 
Bank of Boston v. State of Maine. The case originated 
in the attempt of the state of Maine to tax shares 
of stock of a Maine corporation owned by a resident 
of Massachusetts. The inheritance tax was upheld 
by the Maine courts and the case was taken on 
appeal to the United States Supreme Court. The 
Supreme Court, after reviewing the cases just cited, 
declared that no logical distinction could be made 
hetween stocks and bonds for taxation purposes and 
concluded that stock shares are intangibles or choses 
in action, and as such can be subjected to a death 
duty by one state only—the state of domicile of the 
decedent. The Court vigorously emphasized the 
fact that the rule of immunity by more than one 
state, deducible from the decisions in respect of 
these various and distinct kinds of property, is 
broader than the application thus far made of it. 

In its application to death taxes, the rule rests for its 
justification upon the fundamental conception that the 
transmission from the dead to the living of a particular 
thing, whether corporeal or incorporeal, is an event which 
cannot take place in two or more states at one and the 
same time. * * * It is unreasonable * * * to hold that 
jurisdiction to tax that event may be distributed among 
a number of states. 

The Court went on to expiain that this decision 
did not affect an excise tax imposed by the state of 
incorporation on the mere transfer of the stock of 
a nonresident decedent to a new owner inasmuch as 
“such a tax is not a death duty which flows from 
the power to control the succession; (but) a stock 
transfer tax which flows from the power of the state 
to control and condition the operations of the cor- 
poration which it creates.” 

\s a result of this decision, coupled with the other 
recent decisions which we have just cited, it is now 
a settled matter that a state has the power to levy 
au inheritance tax on the transfer at death of real 
estate and tangible personal property located 
Within its jurisdiction; but it has no power to levy 
such taxes on any intangibles owned by non-resident 
decedents, even though the property is located within 
its jurisdiction. The problem of multiple taxation 
of inheritances by the states of the United States 
has therefore been practically solved, thus present- 
ing a powerful argument for state taxation of in- 
heritances to the exclusion of the Federal Government 
irom that field. , 


*9 284 U. S. 312 (1932). 
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VII. Current Problems in State 
Inheritance Taxation 


HE first important problem is concerned with 

what has been called the “Martin case.” ‘The 
case involved in substance the following points: 
One, Alice C. Martin, domiciled in Connecticut, died, 
leaving nothing but intangible property (stocks, 
bonds, and bank deposits)—all of which were on 
deposit in New York City. The decedent’s will, also 
kept in New York, named a New York resident as 
executor, and distributed the estate among persons 
who were not residents of Connecticut. The exec- 
utor probated the will in New York, and proceeded 
to distribute the property. The question is: How 
can Connecticut, the state of domicile of the de- 
ceased, enforce an inheritance tax on the property? 
In this case, Connecticut intervened with a petition 
to the New York Surrogate either that the executor 
be directed to submit himself to the jurisdiction of 
the domicile of the deceased, or that he be required 
to remit the assets, less his expenses, to the domicile, 
i. e., to an administrator who had been appointed by 
the domiciliary probate court for the sole purpose 
of receiving such assets. The New York Surrogate 
refused to grant the petition on the ground that 
granting the petition would be tantamount to en- 
forcing Connecticut laws in the state of New York. 


Here we have a serious problem: New York State, 
as a result of various decisions of the United States 
Supreme Court, cannot tax the intangibles because 
the decedent owner had a domicile in Connecticut; 
but neither can Connecticut enforce her tax law, be- 
cause there is neither any person or property within 
its jurisdiction to proceed against. The New York 
courts indicated that the solution of the problem was 
one for the state legislatures and not for the courts; 
but legislation in order to be effective must neces- 
sarily be uniform throughout the United States. 


Fortunately, the same committee of the National 
Tax Association that had done such effective work 
in bringing about reciprocity legislation had been 
empowered to enlarge its scope of study so as to 
include such problems as that involved in the Martin 
case. After considering various types of remedial 
legislation, the committee recommended a model 
statute for the states, providing that, unless the 
estate makes its peace with the tax authorities of 
the state of domicile, the state in which administra- 
tion is sought shall automatically remit to the domi- 
cile of the deceased all intangible personalty, except 
so much as is necessary to satisfy local creditors and 
expenses. The tax authorities of the state of domi- 
cile would of course receive notice of such estates 
and be permitted to force an accounting. Such a 
statute would naturally be operative upon the reci- 
procity principle.*? Within one year after this 
recommendation was made, four states, New York, 
Connecticut, Rhode Island, and Virginia, had en- 
acted this reciprocal model statute. While there 
are no exact figures on the subject, it is safe to say 
that this reciprocity agreement is now statutory in 
the majority of the states. 

(Continued on page 178) 








Federal and State Income Taxes 


Affecting Real Estate’ 


Salient legal 
features are 
considered 


By 
WALTER H. 
SCHULMAN** 





HE real estate fraternity has traditionally viewed 

tax troubles primarily from the aspect of the 
assessed valuations of real property made by the 
local boards of assessors. Since the advent of the 
Federal and State Income Tax Laws, real estate is, 
however, affected at practically every step and turn 
in its productive activity. In the light of recent pro- 
posals that real estate be taxed on the basis of its 
income yield, as a more equitable mode of taxation, 
the ways in which income taxes affect real estate 
are of prime concern. In the half hour available for 
my address and a short forum thereafter, we can 
obviously eon only casually some of the salient 
features of the Income Tax Laws in their operation 
upon real estate. 


Tax Avoidance and Tax Evasion 
Differentiated 


[ THE outset, I would point out that in the 
« \& past many real estate transactions have been 
consummated without regard to the substantial pro- 
portion of profits that would be taken away by in- 
come taxes. It is usually after the deal is closed 
that the happy vendor begins to estimate what he 
must give to Uncle Sam and the Empire State. 
There is, however, no legal compulsion to perpetuate 
this practice under the Federal and New York State 
statutes. Many individuals fail to realize that they 
still have the right to avoid taxes. They labor under 
the popular misconception that tax avoidance is 
identical with tax evasion. But legitimate tax avoid- 
ance involves only the taking of genuine and delib- 
erate steps to execute a transaction which the taxing 
authorities have not expressed an intention to tax. 
Evasion consists of executing a transaction which is 





* Address delivered before Metropolitan Realty 
Commodore, New York City, on January 27, 1937. 


** Member of New York Bar. 
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taxed and then representing to the government that 
your transaction is one which the law does not tax. 
For example, if you own a building which you sell 
in 1937 at a big loss in order to cut ‘down the profits 
that you are making from the sale of other buildings 
in that year, and thus reduce your income tax, you 
accomplish legitimate tax avoidance, because it is 
vour legal right to sell your property. If you take 
that same building, however, and deed it to your 
wife in return for a cash consideration which you 
have sometime prev basaalie given to her, and have 
with her the understanding that the building is still 
to be yours, you are fraudulently evading tax if you 


deduct the loss from your income under such cir- 
cumstances. 


When T was still an Assistant United States At- 
torney for the Southern District of New York some 
three or four years ago, the United States Attorney 
prosecuted Charles D. Mitchell under somewhat 
similar circumstances pertaining to a stock transac- 
tion which the government believed to be a scheme 
for tax evasion. The government contended that 
the sale of stock was fictitious and that Mr. Mitchell 
had a tacit understanding with his wife that it should 
remain his property, although there were written 
instruments of transfer purporting to show a differ- 
ent condition. There was testimony for the defense 
to the effect that Mr. Mitchell had consulted tax 
experts in connection with the transaction. As you 
know, he was acquitted by the jury, from which we 
may conclude that the government failed to prove 
to the jury’s satisfaction that Mr. Mitchell intended 
to retain ownership of the stock though ostensibly 
transferring title to his wife. In short, legal tax 
avoidance demands that proper legal steps, in sub- 
stance as well as in form, be taken by the taxpayer 
to transact business in a way which is not taxed 
under the law. The courts have long recognized 
the distinction between the taxpayer’s right to pur- 
sue methods of doing business which avoid tax and 
fraudulent, fictitious transactions which constitute 
tax evasion. 


Income Taxes as Affecting Real Estate 


ROCEEDING to consideration of the income 

taxes which affect real estate in one way or an- 
other, we find that under both the Federai and New 
York State Income Tax Laws taxable net income is 
determined by reference to the gross income of the 
taxpayer minus certain exemptions and various 
items of deduction, such as the ordinary necessary 
expenses of doing business, allowed by the taxing 
statute. In general, both under the Federal and New 
York law, gross income includes, among other things, 
the gains, profits and income derived from trades, 
businesses, commerce or sales or dealings in prop- 
erty whether real or personal and the income from 
interest, rent, dividends, securities, or from any 
business carried on for gain or profit. It is, accord- 
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ingly, clear that the manifold uses of real estate pre- 
sent tax problems for the real estate dealer, investor, 
speculator, manager, and for any individual or cor- 
poration employing real estate to any appreciable 
extent in the operation of a business. 

Among the income taxes bound to affect real es- 
tate, there is of first importance, because of its high 
progressive rates, the Federal Income Tax Law, 
which reaches individuals, corporations, estates, 
trusts and various other entities. New York State 
has a personal income tax with rates that begin at 
2% on the first $1,000 of net income and increase 
to 7% on net income in excess of $9,000 per year. 
With respect to corporations, the Federal Law, in 
addition to the normal tax imposed on such entities, 
now imposes a surtax on undistributed profits which, 
on the basis of what is termed “adjusted net income,’ 
is laid as follows: 


On the first 10% of such income......... 7% 


Chan he est Fe jcc me cee hee cs Hees 12% 
Oe Ae MERE Be. x « nok icice wee cn bec han 17% 


On the next 20% . oe ig tarot: eases Cen ee 
And on the remainder 


The corporation may, of course, avoid this tax by 
distributing its income to its stockholders. In the 
December, 1936, issue of Tur Tax MaGaZINne, I wrote 
‘in article to demonstrate the availability of the stock 
dividend for avoidance of this surtax. In this lim- 
ited discussion, I can merely remark on this techni- 
cal subject that, besides the stock dividend, there are 
other ways of avoiding this surtax. Not all of the 
avoidance methods require the corporation to strip 
itself of cash or other essential current assets. The 
most significant thing about this new tax is that the 
law itself encourages avoidance by the corporation 
through the medium of distributions to its stock- 
holders. 


Applicability of the Surtax on Improper 
Accumulations 


IF Federal Law also imposes a surtax on im- 

_ proper accumulations of surplus by corporations, 
which is at the rate of 15% on the first $100,000 of 
what the statute terms “retained net income” and at 
the rate of 25% on all of such income in excess of 
$100,000. The endeavor of the Federal Government 
to force corporations to place in the hands of their 
stockholders income taxable to them is further dem- 
onstrated by the surtax on personal holding com- 
panies. This is imposed at rates beginning with 8% 
on the first $2,000 of so-called “undistributed ad- 
justed net income” and ending with 48% of all such 
income in excess of $1,000,000. The effect of this 
tax cannot be under-estimated by real estate men 
who for numerous reasons have employed holding 
companies in their operations, because the Federal 
statute defines a personal holding company in sub- 
stance as a corporation which derives at least 80% 
of its gross income for the taxable year from royal- 
ties, dividends, interest, annuities and gains from the 
sale of stock or securities, and at any time during 
the last half of its taxable year has more than 50% 
in value of its outstanding stock owned directly or 
indirectly by or for not more than five individuals. 
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In order to determine the applicability of this surtax 
the statute provides that an individual shall be con- 
sidered as the owner of the stock which is owned 
directly or indirectly by his family, consisting of his 
natural brothers and sisters, step-brothers and step- 
sisters, spouse, ancestors and lineal descendants. We 
may note in passing that this surtax may be avoided 
if the stockholders report in their individual tax re- 
turns at least 90% of the corporation’s adjusted net 
income for the taxable year, according to their pro 
rata shares, whether it is distributed to them or not, 
but this 90% must be reported by those stockholders 


in the corporation who are not themselves corpora- 
tions. 


Taxability of Real Estate Under New York 
Income Tax Law 


HE New York law does not subject to income 

tax real estate corporations which are wholly 
engaged in the purchase and sale of real estate, in 
holding title to real estate for themselves, or in sub- 
leasing real property held under leaseholds for terms 
of twenty (20) years or more, under which the taxes 
on the real property are to be paid by the lessee cor- 
poration. Such corporations are exempt from the 
New York franchise tax on business corporations 
generally which is based on their net income at the 


rate of 44%4% per annum,. increased to 6% during 
1936 and 1937. 


It is interesting to note that for the purposes of 
the New York franchise tax on business corporations 
the net income used as the measure of this tax is, 
according to the statute, presumably the same as 
the entire net income which the corporation is re- 
quired to report to the United States plus a half 
dozen enumerated items which we cannot dwell on 
now. For the purpose of this franchise tax the hold- 
ing of real property in New York by a foreign corpo- 
ration is deemed to be the doing of business within 
the state. T have not forgotten the emergency in- 
come tax on unincorporated businesses which is still 
effective for fiscal years ending in 1937. Asa general 
proposition, New York income taxes follow closely 
the pattern of the Federal Tax law in respect of the 
concept of gross income. 

If you did not realize it before, because you have 
heen accustomed to leave such matters entirely to 
vour lawyers or accountants, this hasty exposition 
of the income taxes affecting your real estate may 
make you better able to understand the tax burden 
of which you no doubt complain. Any proposal to 
tax real estate on the basis of income yield must 
receive the most careful examination, because it 
necessitates application of additional rates to income 
already reached by several forms of income taxation. 


Normal Tax on Corporations Compared 
with Combined Normal Tax and Surtax 
on Individuals 


I [ IS not our purpose to rant about rates, but a 
brief statement of the normal tax on corporations 
under the 1936 Federal Law and the combined nor- 
mal tax and surtax on individuals under that law, 
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with respect to the following blocks of net income, 
may well serve to illustrate the staggering propor- 
tions of the income tax, when we also take into ac- 
count the several forms of corporate surtax devised 
by the Federal Government to force taxable income 
into the hands of individuals and the New York 
income taxes already referred to. 


FEDERAL INCOME TAXES 
Combined 
Normal Tax Normal Tax 
on and Surtax 


Net Income Corporations on Individuals 


$ 20000 $ 1,240 $ 2,060 
40 000 4.840 6,720 
60 090 7,840 13,360 
80.000 10,840 22,600 

100,000 13,840 34 000 
150.000 21,340 65,000 
200.009 28,840 97 000 
250,C00 36 340 130,000 
300,000 43.840 164,000 
509 090 67,840 305,000 
750,000 111,340 491.000 


1,000,000 148,840 681,000 


Reorganizations to Avoid Taxable Liquida- 
tions or Non-Absorbable Losses 


kX CAN stop at net income of $1,000,000 for our 

purposes. Inthe face of such taxes and govern- 
mental purpose to render corporations ineffectual as 
reservoirs of income, individual interests behind cor 
porate firms may well ponder their future methods 
of doing business. The corporate surtax provisions 
of the Federal Law are clearly designed to attack 
corporations whose primary function is to prevent 
income from reaching the hands of individuals who, 
as recipients thereof, would pay extremely heavy 
surtaxes. The corporate form of doing business is 
not likely to be discarded in the near future, not- 
withstanding the government is destroying by taxa- 
tion some of the uses to which it has been put. It is 
not inconceivable that some of the functions which 
are now performed by personal holding companies 
may be just as well exercised by corporations more 
actively engaged in the buying, selling and manage- 
ment of real estate. 

I believe that all of us hope for a real estate boom 
within the next three years, so that reorganizations 
by consolidation or merger of personal holding com 
panies with more active real estate corporations may 
prove to be expedient from many points of view. 
In this connection, both the Federal and New York 
Tax Law permit tax-free exchanges of corporate 
stock in pursuance of bona fide plans of reorganiza- 
tion. Thus it may, in many instances, be possible 
to effect the transfer of substantial interests without 
the necessity of liquidations which would produce 
either substantial taxable gain in the hands of stock 
holders or loss at a time when they might not have 
other appreciable taxable income against which loss 
might be offset. 

Individuals and corporations alike are affected in 
their realty dealings in certain fundamental respects. 
Thus, after having acquired property at the lowest 
levels during the depression they may now, or within 
the next few years, upon the sale, realize very sub- 
stantial gains. On the other hand, other holdings, if 
sold, may produce substantial losses. The sale of 
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real estate customarily involves a substantial propor- 
tion of postponed or deferred payment, most com- 
monly secured by mortgage. In this aspect of real 
estate activity, you have alternative choices in your 
transactions so far as immediate or reasonably re- 
mote income tax liability is concerned. 


Sales on Installment Basis or Deferred Pay- 
ment Plan 


OU must consider whether the sale of real estate 

will be on the installment basis or merely on a de- 
ferred payment plan. The distinction is a vital one 
for you. Under the present Federal and New York 
Tax Laws a sale of real estate is made on the install- 
ment basis when, in the year of sale, the vendor re- 
ceives as an initial payment, exclusive of the vendee’s 
evidences of indebtedness, not more than thirty per 
cent of the selling price. He is then permitted to 
compute his rate of profit on the transaction accord- 
ing to specified conditions, too lengthy for full dis 
cussion now, and to apply that rate of profit to the 
moneys he receives from his vendee year by year 
and thus report his income until the transaction is 
closed by the last payment. To illustrate, if his rate 
of profit is thirty-three and one-third per cent and 
he receives as a payment $3,000 in 1937, he will re 
port as taxable income $1,000 for that year. Whether 
to use the installment transaction for tax purposes 
or to treat your transaction as closed in one year 
is often a difficult question. Many considerations 
of advantage or disadvantage complicate the sound 
answer. 


Long Distance View of Possible Real Estate 
Transactions 


N ANY event, it is apparent where an individual or 

a corporation owns several pieces of property a long 
distance view of possible future real estate transac- 
tions must be taken and so far as possible a plan of 
action must be charted. Consideration of the simple 
motive of obtaining in your selling price an increase 
over cost or other basis (under federal law March 
1, 1913 value and under New York law January 1, 
1919 value) is not enough, because through heavy 
taxation a very substantial proportion of the incre- 
ment may be lost to you. In this regard dealers in 
real estate do not appear to be as advantageously 
situated as investors or speculators, because under 
the Federal Tax Law dealers in property generally 
are conceived to be those who hold property primar- 
ily for sale to customers in the usual course of busi- 
ness. Such persons are not permitted to report 
income on the basis of gains or losses on capital 
assets. There appears to be little doubt that the 
government would take the same position with re- 
spect to a real estate dealer who sought to avail 
himself of the capital gain or loss provisions of the 
law. 


Necessity of Meticulous Planning in Tax 
Avoidance 
N° GENERAL rule can be laid down concerning 
the most expedient procedure to be taken for in- 
come tax purposes in respect of sales of real estate. It 
(Continued on page 180) 
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The Kentucky Motor Vehicle 


Usage Tax 


By JAMES W. MARTIN* and H. CLYDE REEVES** 


N EXCISE tax on the use of motor vehicles 

of 3% of the standard retail price was 

among the measures adopted to replace the 
loss of State revenues occasioned by repeal of the 
Kentucky tax on gross receipts from retail sales. 
This tax is paid when a motor vehicle is first 
registered in Kentucky. The method of administra- 
tion strikes at evasions possible under sales taxes. 


Administration of the Tax 


HE county court clerks in Kentucky for years 

have been agents of the Department of 
Revenue’ for registering and licensing motor 
vehicles. Registrations are controlled by numbered 
certificates and an accounting of State revenues de- 
rived from registration fees is made by the clerks to 
the Department of Revenue each week. The law 
provides that at the time a motor vehicle is regis- 
tered the clerk shall collect the usage tax if due. 
The usage tax is accounted for in the same manner 
as the registration fees. Duplicates of usage tax 
receipts and registration certificates are checked 
against each other by the Department of Revenue 
to determine whether all taxes due were collected. 


The Department of Revenue is authorized to in 
spect the records of the county court clerks and to 
hold any clerk liable for the usage tax due on all 
motor vehicles registered in that county. 


The contrast between this method of adminstra- 
tion and that existing under the gross receipts tax law 
is interesting. Under the gross receipts tax law, 
motor vehicle dealers made periodic reports of re- 
ceipts from vehicles sold. These reports were sub- 
ject to verification by field audits, which were 
checked with the registration records showing the 
number of vehicles sold by each dealer. However. 
this procedure was expensive and poorly adapted to 
administrative control, and failed to give any ac- 
curate check on the sale price which the dealer 
reported. 

Residents easily avoided the gross receipts tax by 
purchasing motor vehicles in other States. Both of 
these avenues of evasion are closed by the adminis 
trative procedure established in the Kentucky law. 


Determination of the Tax Base 


HE Kentucky law provides that the tax shall 
attach to the price at which the vehicle, with 
standard equipment, sells in the county in which it 
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is registered or in the nearest county in which the 
particular motor vehicle is sold by a regularly 
authorized dealer. 


The delivery price of new passenger motor 
vehicles with standard equipment—regardless of 
whether actual equipment is above or below 
standard—is taken as the tax base. Certain of the 
automobile manufacturers have supplied the Depart- 
ment of Revenue with information which gives in- 
dication of being helpful in checking the correctness 
of the values determined by the county court clerks 
as being the delivery price. 

Pursuant to legislative authorization, the Depart- 
ment of Revenue adopted, for the purpose of de- 
termining the price of used passenger vehicles, the 
Executive’s Edition of the Blue Book of the National 
Used Car Market Report, and designated the retail 
sales value shown for Zone No. 3 as the retail price to 
which the tax affixes for each make and model of 
used car listed.? 


In the case of used passenger vehicles, the usage 
tax certificates filed with the Department of Revenue 
by the county court clerks indicating the retail value 
of each car on which the tax was imposed are 
checked with the values listed in the Blue Book. 
This is a simple method of determining whether the 
value was correctly fixed. 


A standard manual for the valuation of used 
trucks is not available. The standard values listed 
for trucks by the several services necessarily show 
only chassis values; whereas, it is contemplated that 
the cab and bed are standard to the service in which 
the truck is adopted, and subject to the tax. Pur- 
suant to the authority to make rules necessary or 
desirable for the enforcement of the tax, the Depart- 
ment of Revenue ruled that in the case of trucks, 
the tax should apply to the delivery price of the 
chassis plus the retail value of the cab and bed 
attached. A specified percentage deduction is al- 
lowed for each year of use until the truck is seven 
years old. Thereafter it is considered to have a 
value of $25.00 as salvage. 


Information, for an office check on the values 
determined for trucks, that is more sensitive than a 
variable reasonable price range is not available. In 
fixing the value of trucks, the Department of 
Revenue has relied primarily upon the accuracy of 
the local official issuing the registrations, with 
occasional field investigations made upon request or 
the appearance of unreasonable valuations. 


2 The Executive’s Edition of the Blue Book is one of the standard 
valuations for used cars and is comparable with the manual of the 
National Automobile Dealers Association and other similar services. 
It was selected because of its format and economical subscription rate. 
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Exemptions 


(1) Motor vehicles sold to the United States 
Government, to the Commonwealth of Kentucky or 
to any of its political subdivisions, or to any Ken- 
tucky charitable, religious or educational institution, 
(2) vehicles which prior to sale have been registered 
in Kentucky during the same or immediately pre- 
ceding registration period, (3) vehicles owned by a 
person domiciled in another State and used or 
registered in that State during the same or im- 
mediately preceding registration period, and (4) 
vehicles of a common or contract carrier which pays 
a mileage tax are exempt from payment of the usage 
tax. 


Exemptions (1) and (2), if earned, are reflected 
in the registration certificate and have not given rise 
to any discernible evasion. However, exemption 
(1) makes it possible for charitable, religious and 
educational institutions or governmental agencies to 
purchase, register, and transfer the ownership of 
motor vehicles free of the tax. 


Certain rather drastic precautions have been taken 
to prevent evasions under exemption (3). If the tax 
is not paid, a duplicate of the registration cer- 
tificate issued the owner by the State in which he 
is or was domiciled, a statement certifying the 
political subdivision of his present or past residence 
by an official, usually the official in charge of the 
election rolls, of that political subdivision, and an 
affidavit of the owner stating the date on which the 
vehicle was first brought into Kentucky, must be 
submitted to the clerk at the time a vehicle is first 
registered in Kentucky by an owner who is or was 
domiciled in another State. These documents are 
referred to the Department of Revenue for ap- 
proval. The clerk may elect to secure approval sub- 
sequent to registration by assuming liability for the 
tax if approval of the exemption is refused. 

The exemption of motor vehicles of a common or 
contract carrier operated under a permit issued the 
owner and on which a mileage tax has been paid by 
the owner was in the beginning subject to con- 
siderable misunderstanding. This was occasioned, 
in part, by the administration of the usage tax being 
vested in one department of the State Government 
and the common and contract carrier permit and 
mileage tax laws in another. 

At present, this awkwardness seems to be sub- 
siding. A list of the common and contract carriers 
who operate under a permit and pay substantial 
mileage tax has been supplied the county court 
clerks. The clerks have been advised to register 
motor vehicles owned by these operators without 
collecting the usage tax, provided an affidavit is filed, 
stating that the motor vehicle being registered is to 
replace a vehicle previously used in the contract or 
common carrier service. The necessity of requiring 
such an affidavit is found in the peculiar wording of 
the exemption which nullifies itself, if strictly in- 
terpreted, by requiring that mileage tax receipts be 
exhibited, if the usage tax is not to be paid. The 
effect of other laws is to require that vehicles must 
be registered before mileage tax may be paid. As 
indicated, this particular provision in the exemption 
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is construed to exempt vehicles licensed to replace 
those on which a mileage tax has been paid. 

It is anticipated that the difficulties arising from 
exemption (4) will continue to some extent with 
respect to the smaller trucking companies which 
only occasionally pay a mileage tax or which may 
secure a permit and pay a mileage tax for the pur- 
pose of evading the usage tax. Vigilance on the 
part of the administration in checking errors and 
locating evasions is the only current solution. 


Economic Effect 


INCE this tax does not apply upon transfer of 

ownership but at the time of registration, it has 
been claimed that it allows those financially unable 
to own new vehicles to purchase old ones tax free. 
However, it seems that since a resident may not 
import a used vehicle tax free, prices in the Ken- 
tucky used car market will probably reflect the tax. 


By the fact that the tax applies to a vehicle only 
once, provided the vehicle is registered at least in 
alternate years in Kentucky, it theoretically becomes 
a tax on the privilege of registering a motor vehicle 
for use in the State and is not a tax on the privilege 
of exchanging ownership as in the case of a sales 
tax. 


Automobile business indexes have been too un- 
stable during the brief experience with this tax to 
give any indication of its effect upon the new car 
market. 


Revenue Received 


HE Kentucky motor usage tax became effective 

about the middle of May, 1936. The amount 
of money from this source covered into the State 
Treasury, the number of motor vehicles of all types 
on which the tax was paid as represented by the 
money covered into the Treasury, and the average 
tax per vehicle for each of the months of June, 1936, 
to December, 1936, inclusive, are shown in the table 
below. 


Motor Usage Tax Revenues, Number of Cars Tax Paid, and 
the Average per Car for June-December, 1936, Inclusive 








Monthly 
Revenue Average 
Covered into Vehicles Tax per 
Treasury Represented Vehicle 
June $ 43,678.87 2,946 $14.83 
Julv 78,457.15 4,985 15.74 
August 98,123.71 5,902 16.62 
September 70,433.90 4.175 16.87 
October 76,428.89 4,699 16.26 
November 31,719.50 1,747 18.16 
December 82,074.65 4,031 20.36 
TOTAL $480,916.67 28,485 $16.88 


The revenue received varies in the same ratio as 
the total taxable value of all vehicles on which the 
tax is paid. The scheduling of payments to the 
Treasury accounts largely for the monthly varia- 
tions in the number of taxed vehicles represented. 
The scheduling of payments accounts to a similar 

(Continued on page 180) 





Avoidance of Income Tax 


in Great Britain 


By H. ARNOLD STRANGMAN* 





PPROXIMATELY 70 per cent of the “stand- 
A ard” or normal income tax in Great Britain is 

collected by deduction at the source, which 
eliminates evasion of the tax to a very considerable 
extent. However, the income tax on salaries, wages, 
etc. is paid direct by the individual, and it is in 
connection with this class of taxpayer that avoid- 
ance of tax has been attempted, and, for that matter, 
accomplished. 

The “standard” rate of income tax in Great Britain 
for the years 1920/21 and 1921/22 was six shillings 
in the Pound, or 30 per cent. However, the rate 
has subsequently been reduced from time to time, 
and for the year 1936/37 it stands at 4 shillings and 
9 pence in the Pound, or 2334 per cent. 


It is not altogether unnatural that the taxpayers 
in Great Britain, being subject to income tax at 
rates ranging over a period of fifteen years from 
30 to 2334 per cent, should have sought to discover 
ways and means of avoiding payment of as much 
tax as possible. And the higher the rate of tax, 
no doubt, the more diligent has been the search for 
ways to evade payment. 

Single persons must pay income tax on all in- 
come in excess of 100 Pounds, or $500. This pro- 
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vision has stood without change for several years. 
For some years prior to the year 1935/36 married 
persons had to pay income tax on all income in 
excess of 150 Pounds, or $750. For the year 1935/36, 
however, the personal exemption for married per- 
sons was increased by 20 Pounds, or $100, to 170 
Pounds, or $850. For the year 1936/37 another in- 


crease of 10 Pounds, or $50, to 180 Pounds, or $900 
has been made. 


Income Tax Allowances 


An allowance for children may be claimed, the 
amount for some years prior to 1935/36 being 50 
Pounds, or $250, for the first child, and 40 Pounds, 
or $200, for each other child under sixteen years of 
age, or if over sixteen years of age and attending 
school or college full time. For the year 1935/36 
this allowance was increased to 50 Pounds, or $250, 
for all children, and for the year 1936/37 a further 
increase of 10 Pounds, or $50, to 60 Pounds, or $300 
for all children has been made. 

The earned income allowance is at the rate of 
20 per cent, and is applicable only to income that 
is actually earned, the maximum credit allowed be- 
ing 300 Pounds, or $1500, that is 20 per cent on 
1500 Pounds, or $7500. This allowance operates, in 
effect, as an increase in the amount of income which 
is exempt from taxation as follows: Single persons 
whose income is all earned are exempt up to 125 
Pounds, or $625, and married persons up to 225 
Pounds, or $1125. The scale of incomes which are 
exempt from taxation in Great Britain should make 
us in the United States realize that we are not quite 
so badly off as we sometimes like to make out. In 
this country single persons are exempt from taxa- 
tion on incomes up to $1000, and married persons 
on incomes up to $2500. Taking the earned income 
credit into consideration which, in the United States, 
is at the rate of 10 per cent, single persons are ex- 
empt on incomes up to $1111, and married persons 
up to $2777. 

Further relief is offered the British taxpayer by 
way of the Reduced Rate allowance, whereby the 
first 135 Pounds, or $675, of taxable income, that is 
gross income less allowances, is taxed at only one- 
third of the “standard rate,” or 1 shilling and 7 
pence in the Pound for the year 1936/37. 

Thus it will be noted that although practically 
all of the working population of Great Britain is 
subject to income tax at what, to us, appears a very 
high rate, every effort is made to alleviate the bur- 
den on taxpayers who most need relief—married 
persons and those having children to maintain. 

It is not the intention here to attempt to give a 
detailed description of all phases of the British in- 
come tax; however, in order that a more or less 
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general idea may be had as to what the British tax- 
payer has found it expedient to try and avoid 
the way of income tax, certain provisions have been 
outlined. 

Payment of tax by deduction at the source has 
already been referred to. The two principal items 
in which this method of collecting the tax is em- 


ployed are dividends on stocks and property tax, 
or rentals. 


The Corporation Income Tax 


Corporations pay income tax upon a statutory 
net profit, at the full standard rate, and they are 
not, of course, permitted to claim any of the allow 
ances to which the individual taxpayer is entitled. 
If and when corporations distribute their profits to 
stockholders in the form of dividends, however, they 
are permitted to recoup themselves for the tax which 
they have paid, by deducting from each and every 
dividend warrant, or cheque, income tax at the full 
standard rate on the amount of each individual divi- 
dend. For instance, if a shareholder is paid a divi 
dend of 100 Pounds, or $500, he does not receive 
the full 100 Pounds: if the rate of the tax should 
be 5 shillings in the Pound, or 25 per cent, 25 Pounds, 
or $125, would be deducted, and he would actually 
receive a cheque for only 75 Pounds, or $375. How- 
ever, if it should develop at the end of the year when 
he makes out his income tax return, that after claim- 
ing all of the allowances to which he is entitled, he 
has no tax liability, he may make a claim for refund 
of the full amount of the tax deducted at the source 
from his dividend cheque. If he should be liable 
for tax, and the amount of the tax liability is less 
than the amount of the tax deducted from the divi- 
dend cheque, then he may make a claim for refund 
of the excess of the tax deducted over the amount 
of the actual tax liability. 


It is necessary here to mention that the taxpayer 
must include the gross amount of dividends received in 
his income tax return as income, for the purpose oi 
establishing his tax liability, even though, as explained. 
he does not actually receive the gross amount or divi- 
dends. Another point also is worthy of mention. If a 
corporation paid income tax on its net profit for the 
year 1935/36 the rate would have been 4 shillings 
and 6 pence in the Pound, or 22% per cent: how- 
ever, in the event that a dividend should be paid 
during the year 1936/37, the corporation would be 
allowed to deduct income tax at the rate of 4 shillings 
and 9 pence in the Pound, or 2334 per cent—the 
rate of tax prevailing for the year in which the divi- 
dend is paid. It is apparent that under such 
Guumatiies a profit would be realized on the trans- 
action. The reverse would, of course, be the case 
should it so happen that the rate of tax for the year 
in which the dividend was paid was at a rate lower 
than that which had been paid on the net profit. 


For the purpose of the property tax, a valuation 
of all real property is made by the authorities. This 
is done in order to determine the “income arising 
from the ownership of lands, tenements or heri- 
tages,” and includes the ordinary house. A re- 
valuation is made every five years. This valuation 
is called the “gross annual value,” and is based 
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upon the amount of rent that would be received if 
the property were leased. <A statutory allowance 
for repairs is made ranging from one-fourth of the 
“gross annual value” on houses not exceeding a 
‘‘eross annual value” of 40 Pounds, up to 20 Pounds 
plus one-sixth of the excess of 100 Pounds on 
houses having a “gross annual value” in excess of 
100 Pounds. The “gross annual value,” less the 
statutory allowance tor repairs, is designated the 
“net annual value.” The property tax is assessed 
directly to the tenant or occupier of property at the 
full standard rate of the income tax, and must be 
paid by the tenant, in full, on January Ist of each 
year. The tenant may, however, deduct the amount 
of tax paid by him from his next rent payment to 
the owner of the property. Property that is un 
occupied for any portion of time during the year 
is not subject to taxation for such period. It is 
interesting to note that if a man resides in a house 
which he also owns, he must include in his income 
tax return, as income, the net annual value of the 
property. Overpayment of tax may result in the 
assessment of the property tax as in the case of 
dividends. For instance, the owner of property, 
whether he resides in it or rents it to a tenant, must 
pay the property tax in full on January 1 each year, 
either indirectly, by deduction of the amount of tax 
paid by his tenant from rent, or, by special agree- 
naa with the authorities, direct. After deducting 
the allowances to which he is entitled, it may de- 
velop that his liability to income tax for the year 
is “none,” or maybe an amount less than the amount 
of the property tax paid. In such case, he can make 
a claim for refund, either of the full amount of the 
property tax paid, or the amount of the excess of 
the property tax paid over the actual tax liability. 


Tax Avoidance Devices 


If the reader has traveled along this far, he should 
have acquired a fairly general idea of the British 
income tax, and is probably fully in sympathy with 
the British taxpayers’ attempts to avoid as much 
of it as possible. In the endeavor to avoid income 
tax some taxpayers have been using the device of 
transferring property to persons who reside outside 
of Great Britain, and although they retain control 
over the property and receive the income from it. 
nevertheless, under the regulations prior to 1936/37 
they were not liable to income tax upon such in- 
come. The regulations have now been amended, 
whereby this class of income must be included with 
all other taxable income for the purpose of assess- 
ment of the tax. 

As in the United States, Great Britain has suf- 
fered loss in tax collections through the manipula- 
tions of “one-man companies” involving devices for 
evading surtax. Here again the regulations have 
been tightened so as to eliminate loss of revenue. 

Probably the most important attempt at tax avoid- 
ance, and one that had become more widely indulged 
in, is that which has come to be known as the 
“educational trust.” Numerous agencies sprung 
up, some of which, through the medium of circular 
letters to taxpayers, expressed themselves as _ be- 
(Continued on page 182) 
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Truth 


ROM a single page of the N. Y. World Telegram 

of 8 February we quote twice. The first extract 
is from an article by Westbrook Pegler: “The 
States levy income tax on the money which is paid 
to the federal government as income tax. In other 
words, you pay the fed- 
eral government a tax 
and then pay a tax on 
that to the State. The 
federal government, 
however, has a slightly 
more active conscience 
in the same circum 
stances and exempts the 
money paid as State in 
come tax. There is an 
important inconsistency 
there.” 

The second is from an 
article by Hugh John- 
son: “How can men of 
wealth any longer afford 
to enrich their country’s 
treasures of art and 
beauty? If they die 
owning these things, the 
government must appraise them and tax their value 
to the estate at confiscatory rates. They can’t be 
sold like wheat to pay the tax. Their market is only 
occasional. Either the rest of the estate must go 
to save them or they must be given away to save it. 
The latter is the usual conclusion. Most rich men 
have learned their lesson. There will be no more 
great collections. Taken together, these two forces 
tend toward a strangling of education, charity, re- 
search, art and beauty. Maybe some day we'll get 
some sense.” 

To both of these the Shoptalker says: 
brothers !” 





LEWIS GLUICK, C. P. A. 
The Shoptalker 


“Amen, 


And for the BTA, three loud cheers and a tiger 
ior this genuine pearl of wisdom taken out of a Derby 
(not high hat) 35 BTA No. 51 (373 CCH § 7063). 

“In Federal Tax cases we are not concerned with 
the niceties of legal title.” 
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Ewing Galloway, N.Y. 


The Shoptalkers 


ELL, son, what’s been keeping you?” said 
Oldtimer. 

“You have,” replied the Youngster. 

“TP” said his father. “How?” 

“Didn’t you send me to buy a private ledger for 
that old client?” answered the Youngster. 
“Private Ledger?’ interrupted the 

thought they were extinct.” 

“Not quite,” said Oldtimer. 
still on the range.” 

“Not on this range,” said the Kid. “I went to 
three places, and in every place the first clerk I spoke 
to didn’t know what I was talking about. For that 
matter, in the big store that I went to first, I hada 
regular row, till the manager came along. The men 
said there was no such thing as a ledger with a lock.” 

“Tt’s a long while since I’ve seen one,” said Philo, 
“though when I was a junior they were plentiful 
enough. I never could see much sense to them, so 
how come you wanted one?” 

“T don’t,” said Oldtimer, “but there’s nothing un- 
ethical in letting an old client have his way about 
such a matter. Besides which, they do serve a useful 
purpose in keeping inquisitive clerks from finding 
out the secrets of the business.” 

“You could accomplish the same purpose much 
better by keeping the general ledger in a separate 
compartment of the safe, and not bother with the 
locks on the ledger. Never saw one yet that an 
amateur couldn’t pick if he wanted to; and anyone 
who really wanted to get the dope in the ledger 
wouldn’t bother to pick; he’d just rip or cut it off.” 

“Cost like the dickens, too,” said the Youngster. 
‘None of the places had such a ledger in stock; and 
they wanted from two eighty-five up to four fifty to 
put one on one of the regular stock ledgers. Old 
Kay will throw a dutch fit when he hears it.” 

“Well, maybe it will cure him of his old-fashioned 
ideas,” said Oldtimer. “High costs are not an un- 
mitigated evil, any more than high taxes.” 

“T doubt it,” said Philo. “I admit that one of my 
clients, when he saw his income tax figures immedi- 
ately raised salaries all around, preferring to give it 
to the help than to the government. But the general 
effect of such super taxes, and I don’t mean that in 


Kid. “I 


“The old bisons are 
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the British sense either, is to discourage men. This 
very man and another like him who had struggled 
through the depression, keeping their businesses go- 
ing by heroic work, now get a good year, and see 
from one third to one half of their profits grabbed 
by an extravagant government. No chance to recoup 
the losses of five years. ‘Whatinel have I been work 
ing so hard for?’ said one of them. And I couldn’t 
console him.” 

“Wait till 1940,” said the Kid. 

“What for?” said Philo. “A new party in power 
would have to keep up taxes. If it didn’t the whole 
governmental structure would collapse; even after 
it got rid of all the boondoggling, there would still 
be the debt service; and no government could afford 
to repudiate that.” 

“The present one did something darn close to it 
when it devalued gold,” said the Kid. “And don’t 
tell me politics is barred in this gang. I’m quoting 
a pretty big minority of the Supreme Court.” 

“All right,” said Oldtimer. “But you are wrong 
anyhow. You should have said ‘politics are barred.’ ” 

“So are rocks,” retorted the Kid, “or I’d throw 
one.” 

“If you did, you’d hear some squawking,” said 
Oldtimer. “The best poultry I’ve seen are barred 
rocks.” 

“This rock shall fly, from its firm base as soon 
as I,” said a new voice, and the Kid started to sing 
“A star fell out of heaven.” Everybody else greeted 
Star who had not been around for a long time, and 
as soon as that had subsided Star started. 

“T had such an interesting experience last night 
that I insist upon telling it. You know Rover’s pet 
theory that ‘the world is small and it shrinks every 
day.” Well, I wish he were here to hear it. I went 
to a dinner of my Legion post. Although a charter 
member, I’m not very regular in attendance, but this 
was a particularly gala affair, so I made a terrific 
effort, considering this is the rush season, to get 
there. I found myself seated next to a new member. 
Presently it developed that he came from the middle 
west; and that he was a first cousin of one of the 
first clients of my own that I had ever had. The 
lucky devil—” 

“Ex-client or his 
Youngster. 

“Ex-client,” answered Star and continued: “Had 
the good luck to fall heir to a young fortune, while 
still very young; and immediately sold out his busi- 
ness and retired to enjoy his pet hobby. I lost a 
client, which isn’t the point. Before the evening was 
over the cousin had told me that he had recently 
started in business for himself, that record keeping 
was getting too deep for him, etc., and to make a long 
evening short, I’ve got a new client.” 

“Nice work,” said Philo; and then Oldtimer 
tuned in. 

“T wish my old friend Tudor Jenks was around. 
He would have enjoyed that, because it illustrates 
his pet theory, too.” 

“You mean the N. Y. U. prof. who died a few 
years ago?” inquired Star. 

“The same,” replied Oldtimer. ‘He always claimed 
that if you did your duty, without looking for gain, 
you would be well paid. Of course he spoke sub- 


cousin?” interrupted the 
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jectively, for his own life had many examples of 
virtue being its own reward. And while I can’t 
subscribe to his theory in general, still your experi- 
ence last night supports it.” 

“You mean,” said Philo, “that Star’s loyalty to 
his Legion post, going to one of those high priced, 
low grade meals, followed by long-winded speakers, 
when he did not want to, was rewarded by finding 
a new client.” 

“Sure,” said the Kid. “And what’s more, he can 
now deduct the cost of it as business-getting 
expense.” 

“Probably would have tried it anyhow,” said 
Oldtimer. 


Taxes 


SWEET case to look over is 35 BTA No. 24. 

You will there encounter a picul, which is not a 
crossword puzzle animal. If you like ice cream, read 
the case of Hendler (373 CCH § 9028). Is a jigsaw 
puzzle a game? We think it is a kind of disease. 
Read what the judges of the U. S. District Court for 
Massachusetts said it was. (373 CCH § 9044.) li 
you wondered why the Navy requested C. P. A.’s to 
join the Reserve (see December, 1936 Taa \/agazine, 
page 758) read TD 4723 (371 CCH { 2284D). The 
following, quoted from The Australian Accountant of 
November, 1936, makes our Social Security troubles 
seem less. “Wage Tax Instalments” is what they 
call it “down under,” and here is part of the law 
(Italics are ours): 

“At time of paying the employee, the amount of the 
deduction is to be handed to the employee in the form of 
adhesive tax stamps. Forthwith the employee is to affix 
these stamps in a book which he is required to provide, and 
keep; and forthwith in the presence of his employer or per- 


son making the payment for the employer, to cancel and 
date those stamps.” 





Tax avoidance, that is, the legal reduction of taxes, 
is an ever present topic. The case of \/cKee et al., 
35 BTA No. 35, (373 CCH § 7047) is a good one to 
study. Herewith we present the cases cited therein 
upholding the legality of avoidance. It’s a darn 


good list to clip or copy and keep with you at all 
times. 


Isham 17 Wall. 496 
Bullen 240 U.S. 625 
Iowa Bridge 39 F. (2d) 777 
Gregory 293 (U.S.) 465 
Jones 71 F. (2d) 214 





Of course we learned at the beginning of our public 
accounting career that logic and taxation were two 
things that had little in common. But on a recent 
day we ran into two extremes that need citation. 
A prominent C. P. A. furnished the first one. A 
client, which had an actual loss running into hun 
dreds of thousands, had paid large dividends before 
closing the books; much of the loss was on capital 
transactions, thus not deductible. The net result 
was a federal tax which must be paid, almost exactly 
equal to the true loss. Then from the macrocosm to 
the microcosm, consider this one which came to us. 
Miss A works for a corporation at $100 per month. 
In former years she paid federal tax on $200, less 
whatever she claimed she gave to the Red Cross 
and her church. Mr. B works for the city, civil 
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service, at $2,000 per annum, Federal tax exempt. 
During 1936, A and B married. For N. Y. state tax 
purposes they have a taxable income of $3,200, with an 
exemption of $2,500. But there is absolutely no 
federal tax to pay; nor even a return to be made. 
The wife, still working for a private corporation, 
escapes taxation, by being married to a civil servant. 


The floods have shoted. The distress from them 


is unabated. Tax yourself some more for the RED 
CROSS. 





Two cases that have particular personal interest 
to the readers of this magazine are Heilbronner, 34 
BTA No. 183 (364 CCH § 7402) and Dorr, U. S. Court 
for the Massachusetts District (373 CCH { 9065). 
They are both to the same effect, namely that the 
services of an accountant or attorney in connection 
with tax returns are not deductible expenses in the 
case of a trust or the beneficiary thereof, not engaged 
in any business other than collecting income and 
reinvesting funds. “Tain’t fair!” 





“In the dear dead days beyond recall,” plaintively 
wails a correspondent, “you carried a regulation with 
you only when starting on a new, or out-of-town 
engagement. A surtax table, clipped from the in- 
struction sheet of a 1040 in your wallet, and the rest 
of the needed data in your head. Today I am obliged 
to tote a young library, just for the bare essentials; 
and then more than half the time I have to double 
check to make sure, when I get back to the office 
and my CCH service. This is what I am carrying 
nowadays, and not for show: (three pounds extra 
weight in my audit bag exempts me from any gym- 
nasium work with Indian clubs or chest weight) 
a copy of each of the following Federal Regs.: 79 ,90, 
91, 94; and the N. Y. State Personal Income Tax 
Regs., including Unincorporated Business. 


Instructions 


F COURSE it is useless to expect a government 

that thinks and spends in billions to take much 
cognizance of a mere hundred thousand dollars that 
might be saved. It is almost too much to ask that 
the convenience of the taxpayer be considered. But 
from a sheer humanitarian standpoint, namely, the 
prevention of cruelty to letter-carriers, maybe some- 
thing can be accomplished. Every set of income 
tax forms sent out consists of two copies and the 
green, nuisance copy. The instructions are omitted 
irom the latter. Why should they not also be 
omitted from one of the regular copies? The waste 
is particularly noticeable in the blue 1120’s. In busy 
accounting offices, an office boy will spend hours just 
detaching and putting in the waste basket instruc- 
tion sheets, not needed. The state of New York, 
irom whose tax system many of the new deal inno- 
vations have been borrowed, has separate instruction 
sheets for many of its forms, e. g., those for unin- 
corporated business. Why should not Mr. Morgen- 
thau’s department copy this good feature? 
Incidentally the current crop of 1120’s are causing 
unending mechanical difficulties; and also plenty of 
business for the typewriter people, selling bigger 
machines to harassed accountants. 
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We like the decision in the case of /ntercoast 
Trading (373 CCH § 9078) except for one thing. It 
is our old complaint that there is too much anony- 
mity in court reports. Here is another example 
‘“* * * including the expert witness * * *.” 
Who was the expert witness? Why should his name 
not be mentioned? Nothing at all can be done about 
the following complaint universally made this sea- 
son: “Not only is our busy season of 75 days im 
peded by two holidays in the shortest month of the 
year; but this year each of those holidays is an 
automatic ‘triple.’ With the exception of under- 
takers, not one of our clients is open on February 12, 
13, 20, or 22 plus the Sundays. We are striving to 
get as much work as possible done in the field so that 
the staff may work in the office those days preparing 
reports and computing taxes, but have accomplished 
little along that line.” 


Reader’s Digest 
E HEREWITH respectfully present a project 
or research in a subject not hitherto used, as 


far as we know. This is “Accountants and Account- 
ancy in Literature.” 


This topic is not to be confused with the Litera- 
ture of Accountancy, in which much research has 
been and is being done; and in which much more 
remains to be done. Our project is to find references, 
allusions and citations to Accountancy (and its allied 
art—bookkeeping) and the people who practice it, 
in literature of all kinds. 

In all ages there have been accountants, though 
they were not always so described. They were 
“scribes,” or “clerks,” and the keeping of tallies or 
accounts was only part of the duties of anyone who 
possessed the magic ability to write. Cuneiform 
and hieroglyphics when translated show a high pro- 
portion of material dealing with what we would now 
call bookkeeping. 

Naturally under such circumstances, any other 
writings, either descriptive or narrative, would and 
did contain references to the forerunner of the char- 
tered, or certified accountant. While the ancient 
references are not to be slighted, our chief interest 
is in the more modern English literature. 

The idea originated in a simple fancy. When we 
came across such allusions in our reading, we would 
note them just for fun. Then when we started to do 
editorial work for professional publications we wrote 
a series of articles based on sources for which con- 
cordances were available. Reprints may be had on 
receipt of a stamped, addressed envelope. 

Subsequently, as references of this kind were dis- 
covered, we printed them; and presently a few read- 
ers began to send in their discoveries. Not until a 
year ago did it occur to us to make an organized 
effort to prepare a dissertation or thesis on the sub- 
ject. But consideration of the task showed it to be 
utterly impractical for one man to attempt, even if 
he had no other use for his time, and an independent 
income. “Of the making of books there is no end.” 

On the other hand; a systematic attack by a group 
would produce results. So you are all invited to 
send in anything you may discover; new material 
will be published with credit. 
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STATE TAXATION AND THE NEW 
FEDERAL INSTRUMENTALITIES 


Harold W. Stock, Associate Professor of 
Political Science, University of Nebraska 


22 Iowa Law Review, November, 1936, 
p. 39-59 


In this day of increased governmental 
activities, Federal, state and municipal, 
there is a growing need for larger revenues. 
Each government tends to encroach upon 
the taxing field of the other and the ques- 
tion of immunities becomes most important 
As far as immunity from Federal taxation 
is concerned, the problem revolves around 
the type of activity the state is performing, 
i, e., whether it is governmental or pro- 
prietary. Instrumentalities of the state 
that are engaged in strictly governmental 
activities are exempt from Federal taxation, 
but proprietary enterprises are subject 
thereto. Just where the line must be 
drawn is not definitely clear. In South 
Carolina v. United States, 199 U. S. 437, 461 
(1905), the Court said: “The exemption of 
state agencies and instrumentalities from 
national taxation is limited to those which 
are of a strictly governmental character 
and does not extend to those which are 
used by the state in the carrying on of an 
ordinary private business.” In Helvering 
v. Powers, 293 U. S. 214, 225 (1934), it was 
said: 

“The principle of immunity thus has_ inherent 
limitations. And one of these limitations 
is that the State cannot withdraw sources of revenue 
from the federal taxing power by engaging in busi 
nesses which constitute a departure from usual gov 
ernmental functions and to which, by reason of their 
nature, the federal taxing power would normally 
extend.”” 

So, it would seem that only those func- 
tions which the state alone can adequately 
perform will be exempted from Federal 
taxation. 

On the other hand, the expansion of 
Federal activities into so many fields has 
become a potential threat to state revenues. 
The distinction above mentioned does not 
apply in the case of state taxation of Fed- 
eral instrumentalities. The real question 
there is whether the application of distinc- 
tions to Federal functions is consistent 
with the necessity for maintaining Federal 
supremacy. In an early case, National 
Bank v. Commonwealth, 9 Wall. 353, 362 
(1869) the Court said: 


“The principle we are discussing [tax exemption] 
has its Election, a limitation growing out of the 
necessity on which the principle itself is founded. 
That limitation is, that the agencies of the Federal 
government are only exempted from state legislation, 
so far as that legislation may interfere with, or 
impair their efficiency in performing the functions 
by which they are designed to serve that govern- 
ment. Any other rule would convert a principle 
founded alone in the necessity of securing to the 
government of the United States the means of exer- 
cising its legitimate powers, into an unauthorized 
and unjustified invasion of the rights of the states.’ 


In Thomson v. Union Pacific Railroad Co., 
9 Wall. 579, 591 (1870), where California 
levied taxes upon a railroad built partially 
with Federal funds and performing Federal 
services, the Court, while denying the 
right of the state to tax the franchise, up- 
held the tax upon the property of the 
railroad. 


Taxation of an agent employed by the 
government was upheld in some instances, 
but attempts to tax Federal franchises were 
uniformly held invalid. The Court has 
never upheld a state tax on any Federal 
agency to which Congress had specifically 
granted exemption. 


Prior to 1932, the United States had little 
experience with government owned corpo- 
rations, or even government chartered 
corporations. During the War a few gov- 
ernment corporations were formed and 
since, only four were created, prior to the 
Roosevelt administration. Since March, 
1933, some twenty government owned or 
chartered corporations have come into 
existence. A whole group has sprung up 
around the farm situation; another around 
the house building and financing program. 
In some respects all of these are by statute 
exempt from state taxation. Real property 
of all, with a few exceptions, can be taxed 
by the state by express permission of the 
acts of Congress authorizing the corpora- 
tion. But the franchises, capital stock and 
other securities, with few exceptions, are 
declared exempt. 

In Baltimore National Bank v. 
Commission of Maryland, 56 Sup. Ct. 417 
(1936), the Court held that national bank 
shares owned by the RFC, a government 
instrumentality, were, nevertheless, subject 
to state taxation. Congress subsequently 


made this an exemption by statute. 

Where Congress has 
immunity, 
controlled by 


statute. But there is also 


| the view that if the instrumentality is en- 
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granted express | case was brought to compel an officer of a 


the matter has been treated as | 


| State income tax on his salary. 
| said: 


gaged in carrying out the sovereign powers 
of the Federal government, it already pos- 
sesses an immunity which will be enforced 
in the absence of statute. Congress may 
waive the immunity which the Constitution 
offers as it did expressly in the case of the 
real property owned by the RFC. Or, it may 
endow full exemption as it has in the case 
of bank shares in the hands of the RFC. 
The fundamental question, then, is the 
scope of the constitutional immunity of- 
fered to Federal agencies, within the frame- 
work of which Congress is free to exercise 
its discretionary power. Since the Federal 
government is one of limited powers, Con- 
gress has no general authority to create 
corporations or to establish enterprises 
Save as means for carrying into execution 
some governmental power delegated by the 
Constitution. Hence it follows that every 
legitimate instrumentality created by the 
Federal government, is, ipso facto, govern- 
mental in character. Thus all the banks, 
railroads, boards and corporations which 
have been created are merely means se- 


lected by Congress for carrying into 
execution the delegated governmental 
functions. It is only on this ground that 


the New Deal corporations will survive. 
The states, on the other hand, have the 
power to charter corporations of a public 
or private nature, to perform governmental 
functions or to serve purely private needs. 
Its powers are much broader than those 
of the Federal government. Exemptions, 
however extend only to those corporations 
carrying out purely governmental func- 
tions, but not to any others. The distinc- 
tion between governmental and proprietary 
functions is congenial to fundamental con- 
ceptions of the constitutional powers of the 
state, but is foreign to established views 
of the nature of the Federal government. 


It is true that state instrumentalities 
have been subject to Federal taxation 
where Federal instrumentalities perform- 
ing the same activity have heen exempt 
from state taxation. 

In People ex rel. Rogers 7. Graves, 245 
App. Div. 452, 283 N. Y. Supp. 538 (1935), 
the issue as to whether any Federal gov- 
ernment activities could be declared pro- 
prietary was clearly before the court. The 
federally owned corporation to pay the 
The court 
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“The operation of steamships, railroads, stores, | 
hotels, or dairies has not the slightest relationship | 
to any governmental function. Common sense com. | 
pels the conclusion that such activities are intrin- 
sically, traditionally, and historically of a commercial | 
and proprietary nature. And this is further rein- | 
forced when it is considered that the particular activi- | 
ties here in question have a background of fifty-five | 
years of private, commercial operation. . . . | 
“ “Tt seems clear to us that the Panama Railroad | 
Company is a government-controlled corporate agency | 
engaged in a commercial, proprietary function. . 
Assuredly, the ownership and operation of stores, 
hotels, and dairies is akin to the operation of liquor | 
stores, and the operation of a steamship line and a 
railroad comparable to the operation of a street 
railway. And this particularly where such operation 
is in continuation and expansion of earlier private 
commercial enterprises. he commercial nature of | 
the functions of the Panama Railroad Company are | 
further marked by the fact that its operations are | 
profitable and yield dividends to its stockholder, the 
United States. The operations constitute an activity 
to which, unquestionably, the taxing power of the 
state would normally extend.” 


However, this decision does not consider 
that this undertaking was assumed in order 
to facilitate the building of the Panama 
Canal and if for such purpose the govern- 
ment can engage therein although the 
enterprise would otherwise be classified as | 
private. In National Bank v. Union Trust 
Company, 224 U. S. 416, 423 (1913), it was 
said: 

“What these cases (McCullock v. Maryland and 
Osborn v. United States Bank) established was that 
although a business was of a private nature and sub- 
ject to state regulation, if it was of such a character 
as to cause it to be incidental to the discharge by a 
bank chartered by Congress of its public functions, 
it was competent for Congress to give the bank power | 
to exercise such private business in cooperation with 
or as part of its public authority.” 

Banks chartered by the Federal govern- | 
ment become, regardless of their owner- 
ship, governmental instrumentalities | 
exempt from the taxing power of the states | 
to the extent determined by Congress. 
Ranks established by the states are consid- 
ered proprietary functions in which the} 
states engage on the same basis as private 
individuals or corporations. Surely the | 
banking carried on by the Federal govern- 
ment is not so different from that carried 
on by the state as to justify the difference. 
The different natures of the respective au- 
thorities under which the agencies are | 
established is responsible. 


_In the field of public utilities, Federal 
instrumentalities are exempt from state 
taxation, their functions being considered 
governmental. However, ownership and 
operation of public utilities by the states | 





does not give them exemption from Fed- | 
eral taxation, such being considered a pro- 
prietary enterprise. 

Thus it would seem to be clear that all | 
the corporations created by the Federal 
government which have a legitimate basis | 
serve as agents in the performance of some 
power conferred by the Constitution. As | 
agents of the Federal government exercis- | 
ing powers delegated by the Constitution, 
they are performing functions which can 
only be classified as governmental. And 
in performing governmental functions they | 
are, under the doctrines of the Supreme 
Court, exempt from the taxing powers of 
the states save as Congress may waive that 
Immunity. As was observed at the outset, 
the Court has never set aside an exemption 
trom state taxation which Congress had | 
conferred on any Federal agency held to 
lave a legitimate existence. While it is 
not to be expected that the Court will 
accept the view that Congress is the exclu- 
Sive judge of what agencies are needed 
by the Federal government to carry on its 
tunctions, such a position is not necessary 
to establish the validity of the argument 





| State. 


| whatsoever.” 


| submitted that 
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now being made. 
that any particular agency of the Federal 
government had a legitimate existence, it 
can hardly deny that it is carrying into 
execution some necessary and proper gov- 
ernmental power. And under its own 
rulings, if the governmental character of 
an instrumentality is established, tax ex- 


_emption follows as a matter of course. 


STATE SALES TAXATION AND THE 


COMMERCE CLAUSE 


Thomas C. Lavery, Professor of Law, Uni- 
versity of Cincinnati and Thomas II’. 
Maxson, Member of the Ohio Bar 


10 University of Cincinnati Law Review, | 


November, 1936, p. 351-365 


Section 5546-2 of the General Code of 
Ohio levies an excise tax on each retail 
sale of tangible personal property in the 
Section 5546-1 defines sale to include 
“all transactions whereby title or posses- 
sion, or both, of tangible personal property, 


is or is to be transferred, or a license to | 


use or consume tangible personal property 
is granted, for a consideration in any man- 
ner, whether absolutely or conditionally, 
whether for a price or rental, in money or 
by exchange or barter, and by any means 
Sales which occur in inter- 
state commerce are not within the taxing 
power of the state and are not subject to 


| this tax. 
The word “commerce” has not been de- | 


fined satisfactorily by the court and the 
only distinction made in the Constitution 


|is that between interstate and intrastate 


commerce. Power over interstate com- 
merce rests exclusively with Congress. 
Commerce comprehends the purchase and 
sale or exchange of commodities, as well 
as intercourse and traffic, transportation 
and communication. Anything tangible or 


|intangible, having existence independent 


of the parties who are engaged in com- 


| merce, may be subject thereof. 


The adoption of the view that commerce 


among the states is not a technical legal 


conception, but a practical one drawn from 
the course of business, by the Supreme 
Court of the United States, renders any 


| attempt at definition inconclusive. It is 


the factor which distin- 


| guishes interstate from local commerce is 
ito be found in the executed intention of 


some person to move a subject of com- 
merce from one state to another. This 
discussion classifies the cases on the basis 
of the two phases of movement: (1) begin- 
ning, and (2) end. 

The indispensable factor which trans- 
forms local commerce into commerce 
among the states is the movement of the 
subject from one state to another. The 
mere shifting of phvsical objects in space, 
even across state lines, is not enough to 
satisfy the requirements of commerce 
among the states, but these changes must 
be the manifestation of a present intention 
of some human being to achieve that end. 
Growth, manufacture and _ preparatory 
gathering can be eliminated as factors 
upon which a finding of interstate com- 
merce may rest. Future intention is not 
the key. 


The problem was first presented to the 


If the Court determines | 
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“There must be a point of time when they cease to 
| be governed exclusively by the domestic law and 
begin to be governed and protected by the national 
law of commercial regulation, and that moment seems 
to us to be a legitimate one for this purpose, in 
which they commence their final movement for tran- 
sportation from the state of their origin to that of 
their destination goods do not cease to be 
part of the general mass of property in the state, 
subject, as such, to its jurisdiction, until 
they have been shipped, or entered with a common 
carrier for transportation to another state, or have 
been started upon such transportation in a continuous 


route or journey. We think that this must be the 
true rule on the subject.” 


Thus interstate commerce begins when 


| the owner of goods ready for marketing 


intends it to begin and his intention is evi- 
(enced by actually starting the goods in 
the course of transportation to another 
state, or by delivering them to a carrier 
for that purpose. No matter what means 
is used, movement means the actual start 
of a continuous journey to another state. 
However, the requirement of movement 
may be satisfied by commitment of the 
goods to a carrier who agrees to transport 





|them to a foreign destination, since it is 


evident that under such circumstances the 
goods will be dispatched on their journey 
,in due course. The intention of the owner 
is unequivocally shown in the shipping 
document and by delivery to the carrier. 

An interstate movement retains its char- 
acter so long as there is continuity of 
movement from the place of shipment to 
the destination. Continuity exists although 
there may be stops necessitated through 
| natural causes, mode of transportation or 
additional manufacturing process. If, how- 
ever, the owner brings about or takes an 
advantage or an interruption to make some 
use of the goods for his own profit or 
benefit, the interstate shipment is ended. 

Generally, the shipment comes to an end 
when the intended or designated destina- 
tion is reached, although trustworthy evi- 
dence may show this point to be before, 
jat, or beyond the destination announced in 
the beginning. Thus actual intention, 
rather than announced intention, governs. 

The chief purpose of the commerce 
clause in the Constitution was to keep open 
the channels of trade among the states, and 
the power given to Congress to effectuate 
this purpose has been held to extend to 
| every barrier which obstructs or tends to 
obstruct the stream of commerce in its 
natural flow across state lines. The failure 
of Congress to exercise any of its granted 
powers does not give the states the oppor- 
tunity to bring their reserved powers into 
operation in fields which are exclusively 
for federal regulation. The states cannot 
impose direct burdens on interstate com- 
merce. Still a wide range for the per- 
missible exercise of power appropriate to 
their territorial jurisdiction remains to the 
state, particularly with respect to taxation. 
The states may tax all persons, property 
and business within their borders, even 
though these subjects have a more or less 
obvious and direct relation to interstate 
commerce by reason of their past or future 
movement, provided the tax levied is non- 
discriminatory and its regulatory effect is 
indirect and inconsequential. 


The scope of immunity from state taxa- 
tion afforded by the commerce clause in- 
cludes within its protection not only the 





actually moving in interstate commerce, 


| Supreme Court in Coe v. Errol, 116 U. S.| but also activities which are incidental to 


517, 6 Sup. Ct. 475, 29 L. Ed. 715 (1886), | that movement and without which the flow 


where Mr. Justice Bradley said: 


| subjects which for the time being are 
| 


|of commodities across state lines would 
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cease. The privilege of doing an interstate 
business, including the negotiation and 


execution of contracts for the sale of sub- | 


jects of commerce, by virtue of which they 
are necessarily moved from the state of 
origin to another state for distribution or 
consumption is protected. Gross receipts 
from an exclusively interstate business are 
protected. But the physical instrumentali- 
ties are subject to taxation in the state 
where they have a situs and also in con- 
nection with their use in connection with 
instrumentalities provided by the state and 
upon that part of the net income derived 
from interstate commerce carried on in the 
state which is properly allocable thereto. 

The cases wherein the scope of the 
power of state taxation has been involved 
have had to do principally with attempts 
of states to impose excises with respect 
to activities of persons engaged in the 
negotiation and execution of contracts of 
sale between sellers and buyers residing 
in different states. The Court has held that 
the negotiation of sales of goods which 
are in another state for the purpose of 
introducing them into the state in which 
the negotiation is made, is interstate com- 
merce. Thus, activities which might be 
regarded as local when isolated from the 
physical movement of goods from state to 
state come within the range of protection 
of the commerce clause where their rela- 
tion to the movement is sufficiently close 
to make them incidental or appropriate 
thereto. However, when goods brought 
into a state from other states have become 
a part of the general mass of property 
therein, even though they remain in the 
original package, they and their disposition 
are subject to non-discriminatory state 
taxation. 


Thus, a taxpayer may, by careful regard 
to the manner in which he arrarges his 
course of business, clothe it with immunity 
from state excise taxation. Avoidance of 
taxation by reliance upon constitutional 
guarantees is the birthright of every 
citizen. The advantages from keeping in- 
terstate commerce untrammeled far out- 
weigh the disadvantages which flow from 
the disability of states to subject articles 
in interstate commerce to taxation. 


The “use” tax has been adopted in some 
states to offset this loss of revenue, i. e., a 
tax on the storage, use or other consump- 
tion of goods in the state after the goods 
have come to rest therein. The constitu- 
tionality of this tax has been sustained on 
the ground that interstate commerce has 
ceased prior to such use. If this tax is at 
the same rates as local sales taxes, it meets 
all constitutional requirements. 


It has been suggested that Congress 
might evacuate the field in favor of the 
exercise of the state’s power of taxation 
in a method somewhat similar to that used 
in the case of intoxicating liquor and 
prison-made goods in interstate commerce 
in their relation to the exercise of the 
state’s police power. Upon this question 
there is some diversity of opinion as to 
whether or not the scope of immunity 
afforded by the commerce clause, as inter- 
preted by the Supreme Court, can be nar- 
rowed by legislative enactment. In view 
of the unlikelihood that Congress will at- 
tempt to let down the bars protecting 
interstate commerce from state taxation, 
the question will doubtless continue to re- 
main in the realm of conjecture. 








THE TAX MAGAZINE 


THE CORPORATE UNDISTRIBUTED 


PROFITS TAX 


36 Columbia Law Review, December, 1936, 


p. 1321-1354 


The Revenue Act of 1936 appears to| 


serve justifiable aims in taxing the corpo- 
ration with due regard to the capacity to 
pay both of the corporation and of its 
stockholders. Normal corporate taxes are 
ultimately borne by stockholders according 
to their interests in the corporation; to the 
extent that distribution of corporate earn- 
ings is compelled under the surtax provi- 
sion of the Act, the burden falls upon the 


stockholder in the form of the personal | 


income tax, which is graduated according 
to his capacity to sustain it. In order to 
ease the surtax on small corporations, a 


specific credit is given, in Section 14(c) by | 


which in effect the rate is graduated in ac- 
cordance with adjusted net income where 
the latter is less than $50,000, although 
rates are not graduated according to size 
of income where the adjusted net income 
exceeds $50,000. 


The device whereby corporate distribu- 
tion of earnings is encouraged is the credit 
allowed in Section 27 against adjusted net 
income for dividends taxable to the stock- 
holder and paid within the taxable year. 
Limitations on the rule of Eisner v. Ma- 
comber, 252 U. S. 189, that stock of the 
issuing corporation is not taxable to the 
shareholder, were confirmed by the Su- 
preme Court in Koshland v. Helvering, 56 
Sup. Ct. 767, where it was held that com- 
mon shares distributed as dividends to pre- 
ferred stockholders are taxable, inasmuch 
as they render the stockholders’ interest 
essentially different. This recognition of 
the practical necessities of revenue admin- 
istration has indicated an increased variety 
of non-cash distributions that may give 
rise to a dividends paid credit. 


A dividend in cash, which is optionally 


applicable toward the purchase of non-tax- | 


able stock, is, though the option be exer- 
cised, clearly taxable. Where, however, 


the option of receiving a cash or a non- | 


taxable stock dividend is granted and the 
latter is chosen, diverse views existed until 
Section 115(2) of the present Act resolved 
the uncertainty in favor of taxability. To 
the extent that it attempts to tax a non- 
taxable stock dividend with a cash dividend 
option, where the option is not exercised, 


does not arise at the time of the declara- 
tion of such dividend. 

Section 115(f)(1) subjects to tax, and 
Section 27(e) grants a dividends paid 
credit for dividends in constitutionally tax- 
able rights, but such rights are not speci- 
fied. Since the right to subscribe to stock 
is analogous to a stock dividend, no income 
is realized by the receipt of rights to pur- 
chase stock which would not be taxable if 
received as a stock dividend; conversely, 
rights to receive stock which would be 
taxable if issued as a stock dividend must 
constitute income. 

Although liquidation distributions are 
treated under the 1936 Act as part or full 
payments in exchange for stock, rather 
than as dividends, Section 27(f) provides 
that of an amount distributed in liquidation 
the portion “properly chargeable to the 
earnings or profits accumulated after Feb- 
ruary 28, 1913, shall, for the purpose of 
computing the dividends paid credit 
be treated as a taxable dividend paid.” 


Section 115(2) may be constitutionally in- | 
applicable, since a debt of the corporation | 
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Where part or all of a corporation’s stock 

/is redeemed, the excess of the redemption 
price over par value would seem, to the 
|extent of earnings and profits accumulated 
| since February 28, 1913, the amount “prop- 
erly chargeable” under Section 27(f). <A 
different result would follow if Section 
115(g) treating redemption or cancellation 
as giving rise to a taxable dividend under 
certain circumstances were applied. Where 
|Section 115(g) is applied, however, to the 
| redemption of a stock dividend, the entire 
redemption price might be the measure of 
the dividends paid credit. 

Informal distributions of earnings to the 
stockholders of close corporations have 
_long been taxable as dividends, and in de- 
| nying to corporations deductions, as a busi- 
“ness expense, of excessive amounts paid to 
stockholders or officers in the guise of 
commission or salary, the courts have inti- 
mated that the excess is taxable as a divi- 
dend. These distributions would seem to 
constitute dividends paid under Section 
|27(a) in spite of the possible implication 
|in the regulations that only formal divi- 
dends give rise to a dividends paid credit. 
Section 27(g) denies a dividends paid credit 
for the entire amount of a distribution if 
any part is not “pro rata, equal in amount, 
and with no preference to any shares of 
stock as compared with other shares of the 
same class.” 

The only section of the Revenue Act ot 
| 1936 through which solvent corporations 
| saddled with debt or deficit may obtain a 
| measure of relief is Section 26(c)(1), which 
allows a credit for express restrictions on 
dividend payments included in written con- 
tracts executed prior to May 1, 1936. The 
Treasury regulations exclude corporate 
charters from the category of “contracts, 
thereby repudiating the traditional defini- 
tion of the charter as a contract hetween 
the state and the corporation. Most of the 
state statutes prohibit the payment of divi- 
dends if corporate assets, at the time of 
| payment, do not exceed the sum of the 
| capital stock and current indebtedness. The 
dominant principle in their interpretation 
has been the protection of creditors. But 
if the Act is finally interpreted to deny a 
credit for restrictions in state statutes, cor- 
porations with deficits will be severely 
burdened. Corporate contracts may occa- 
sion difficulty both as to whether they “ex- 
pressly deal with payment of dividends” 
under Section 26(c)(1) or serve as “legal 
restrictions’ on such payment under the 
regulations. Corporate mortgages with an 
income clause, allowing the mortgagor to 
employ the income from the property for 
“ordinary business uses,” may be construed 
to authorize the mortgagee to enjoin any 
payment of dividends. 

Under Section 26(c)(2), relief is given 
to corporations which have, under pre-ex- 
isting contracts for the payment of debts 
dealing “expressly with the disposition 
of earnings and profits of the taxable vear,” 
paid or irrevocably set aside sums in ac- 
cordance therewith. Under its terms are 
included corporations which perhaps ought 
not to receive credit, namely, corporations 
which have an accumulated surplus and 
which might by drawing thereon secure a 
dividends paid credit to the full amount 
of their adjusted net income. 

If the surtax were considered to he not 
upon “net income” but upon the retention 
of income, it might be attacked as not 
constituting an income tax, and therefore. 
'if a direct tax, as unconstitutional for lack 
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of apportionment. But even if a tax on 
individuals, measured by retention of in- 
come, were regarded as a direct tax, the 
constitutionality’ of the surtax might yet 


AVOIDANCE OF DOUBLE INHERIT- 
ANCE TAXATION OF INTAN- 
GIBLES BY FEDERAL 


he otherwise sustained if it were construed INTERPLEADER 

as an excise on thg privilege of doing busi-| zyedges MacDonald, Member of the Illinois 
ness aS a corporation, measured by the Bar 

withholding of income. The surtax is fur- . : 

ther assailable as constituting a regulation | 15 Chicago-Kent Review, December, 1936, 
of corporate activities and therefore a Fed- p. 41-46 


eral interference with state powers. If the 
aim of the surtax is seen as equalizing the 
tax burden upon shareholders and other 
business men, or as imposing a more equit- 
able tax in other ways, the incidental effect 
on corporate activity should not be held to 
constitute an encroachment upon state 
powers. Another ground upon which the 
surtax might be open to constitutional at- 
tack is that of a classification so arbitrary 
as to violate due process. But the wide 
discretion of Congress in classification for 
the purpose of tax has thus far been re- 
buffed only where a conclusive presump- 
tion was erected. It is doubtful whether 
the restriction will be further extended to 
include any of the examples of unequal 
incidence of the tax. 

The Revenue Act will neither increase 
the rate of consumer spending nor decrease 
the rate of uninvested saving. The stimu- 
lating effect of the Act upon consumer 
spending is open to grave doubts, 





One possible way of escaping from the 
dilemma of an executor who finds the in- 
tangible property of his estate subject to 
the transfer inheritance tax of more than 
one state, each state claiming that the de- 
ceased was domiciled within its borders 
when he died, is offered in the decision of 
the Federal District Court of Massachu- 
setts in Worcester County Trust Company v. 
Long, 14 F. Supp. 754. The proceeding 
was brought by the executor under the 
Federal Interpleader Act of 1936, against 
officials of the states of California and 
Massachusetts, who claimed that intangi- 
ble property located in those states was | 
subject to their inheritance tax. The Cali- | 
fornia respondents contended that the pro- | 
ceeding was one against states and thus 
prohibited by the Eleventh Amendment. 


The benefits to flow from the tax in| 





| question were for the state, and not for! 
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the officials. The case of Poindexter v. 
Greenhow, 114 U. S. 270, states the dis- 
tinction between the state and its govern- 
ment: 

. The State itself is an ideal person, intangible, 
invisible, immutable. The government is an agent, 
and within the sphere of the agency, a perfect repre- 
sentative; but outside of that, it is a lawless usurpa- 
tion. . . . It is also true, in respect to the State, 
that whatever wrong is attempted in its name is 
imputable to its government, and not to the State, 
for, as it can speak and act only by law, whatever it 
does say and do must be lawful. 

In that case, an action against a state 
official acting in his official capacity was 
held not to be an action against the state. 
The court held that the defendant could 
justify his action only by producing a law 
of the state authorizing his act. 

That a suit against individuals for the 
purpose of preventing them as officers of 
the state from enforcing an unconstitu- 
tional enactment to the injury of the rights 
of the plaintiff is not a suit against the 
state within the meaning of the Eleventh 
Amendment was characterized as a “set- 
tled doctrine” as early as Smyth v. Ames, 
169 U. S. 466. The conclusion to be drawn 
from the foregoing discussion is that in 
interpleading state officials, the executor 
was not suing the state, and the court was 
right in denying the motion to dismiss. 





Rulings of the Bureau of 
Internal Revenue 
Revenue Act of 1936 


Deductions from Gross Income.—The bond indenture 
executed by the M Corporation and the N Bank trustee, 
does not constitute a contract restricting the payment of 
dividends, within the meaning of section 26(c)1 of the 
Revenue Act of 1936, as it does not restrict the payment 
of stock dividends.—G. C. M. 17577, XVI-3-8482 (p. 2). 


-Deductions from Gross Income—Analysis of Credit for 
Taxes.—The tax imposed under the exportation of capitals 
tax law of Mexico is not allowable as a credit for Federal 
income tax purposes under section 131(a)1 of the Revenue 
Act of 1936, but is deductible from gross income under sec- 
tion 23(c) of that Act.—I. T. 3040, X VI-3-8483 (p. 4). 

Deductions from Gross Income—Sales Taxes.—The 
luxury or retail sales tax imposed under Act No. 75, Acts 
of the State of Louisiana, regular session, 1936, effective 
October 1, 1936, is deductible as a tax, for Federal income 
tax purposes, by the consumer. If, however, the tax is 
added to or made a part of his business expense, it may 
not be deducted separately as a tax.—I. T. 3042, XVI-4- 
8496. 

Gross Income: General Definition—Compensation Paid 
Other than in Cash.—The value of quarters furnished to 
the commissioned officers, chief warrant officers, warrant 
officers, and enlisted personnel of the Army, Navy, Coast 
Guard, Coast and Geodetic Survey and Public Health Serv- 
ice, or amounts received by them as commutation of quar- 
ters, are to be excluded from gross income.—T. D. 4724, 
XVI-4-8508 (p. 2). 

Returns—Failure to File.-—Where no return is filed by 
the taxpayer and a return is made for him by the Bureau 
under the provisions of section 3176, R. S., as amended, 
imposition of the penalty for delinquency in filing the 
return is mandatory.—G. C. M. 17478, X VI-5-8514 (p. 3). 


Revenue Act of 1934 


Capital Gains and Losses—Limitations.—For the pur- 
pose of determining the percentage of loss to be taken 
into account under section 117(a) of the Revenue Act of 
1934, property acquired for a residence in 1922 and so 


occupied until 1931, when it was rented until sold in 1935, 
should be considered as having been held from the date 


: _ to the date of sale—I. T. 3041, XVI-3-8484 
Pp: 5). 


Revenue Act of 1928 


Deductions from Gross Income—Taxes Generally.— 
Where a joint State income tax return is filed by a hus- 
band and wife and there is a joint and several liability 
to pay the tax, the spouse paying the entire tax may de- 
duct the amount so paid in his or her separate ['ederal 
income tax return.—G. C. M. 17570, X VI-4-8498 (p. 5). 


Revenue Acts of 1928, 1932, 1934 and 1936 


Gross Income—Exclusions—Earnings of Foreign Ships. 
—The Netherlands satisfies the equivalent exemption re- 
quirements of sections 212(b) and 231(e) of the Revenue 
Act of 1936 and the corresponding provisions of prior 
Revenue Acts.—I. T. 3045, X VI-5-8513 (p. 3). 


Social Security Act 


Definitions—Members of the M Association, an unincor- 
porated organization of stevedores who contract through 
their business agents with vessel owners for the unloading 
of ships, are employees of the vessel owners.—S. S. T. 69, 
XVI-3-8488 (p. 19). 


Definitions—Agricultural Labor.—Services performed by 
employees of commercial flower growers do not constitute 
“agricultural labor” within the meaning of section 907(c)1 
of the Social Security Act.—S. S. T. 72, X VI-3-8491 (p. 21). 


Services performed by employees of nurserymen do not 
constitute “agricultural labor’ within the meaning of sec- 
tion 907(c)1 of the Social Security Act.—S. S. T. 73, XVI- 
3-8492 (p. 24). 


Definitions—Casual Labor Not in Course of Employer’s 
Trade or Business.—Temporary services performed in a 
private home by a nurse, who is not employed by a doctor, 
hospital, or employer other than the patient being minis- 
tered to, constitute “casual labor” within the meaning of 
section 811(b)3 of the Social Security Act.—S, S, T. 71, 
X VI-3-8490 (p. 20). 














ALABAMA 
Second Special Session of 1936 


The most important act passed by the 
Alabama Legislature to date seems to be 
the Alcoholic Beverage Control Act which 
was passed over the Governor’s veto. This 
act provides for an election in counties to 
determine their status as to whether they 
shall remain dry or become wet, and pro- 
vides for the establishment of a State Board | 
to control the manufacture and sale of 
liquor. 

New introductions 
Chain Store 


relate chiefly to | 
lax provisions. 


Introductions 


Business Licenses.—H. B. No. 304 pro- 
hibits any city or town in Alabama levying 
or collecting a privilege or license tax, 
either as a revenue measure or to cover 
the cost of inspection, on the sale at whole- 
sale of such meat or packing house prod- 
ucts made or stored in another town or city 
in Alabama where the person storing such 
products pays license and privilege taxes | 
to the city or town in which the products | 
are made or stored. Referred to the Com- 
mittee on Agriculture. 

H. B. No. 306 amends an act authorizing 
cities and towns in Alabama to fix and col- 


lect licenses for any business, trade or pro- | 


Jurisdiction 
Alabama (and =. ) 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia (Sp.) 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa .. 
Kansas 
Kentucky (4th Sp.) 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Missouri 
Montana 





Oey the above heading, report will 
be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 


in state legislatures, and the final report 
will be that of enactment, when the bill is 
listed under the caption “approvals.” This 


| feature is made possible through the facili- | 


'ties of the Commerce Clearing House 
Legislative Reporting Department, which 
furnishes a Soentetons hour reporting 
| service on all subjects for all states. 
| Copies of the text of any bill reported may 
'be obtained for a service charge of one 
| dollar per bill. 
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but within the police jurisdiction thereof. 
Referred to the Ways and Means Com- 
| mittee. 

| H. B. No. 327 amends Schedule 82 of 
| section 348 of Article 13 of the General 

Revenue Act relating to license fees of 
\laundries. Referred to the Ways and Means 
| Committee. 

H. B. No. 330 amends the General Rev- 
enue Act relating to the licensing of chem- 
ists. Referred to Ways and Means 
Committee. 





1937 Sessions of State Legislatures 


Convened Adjourned Jurisdiction 


Nov. 23, ’36 : Nebraska 
Jan. 11 Nevada 
- con 3 New Hampshire 
aa New Jersey 
. Jan. New Mexico 
Jan. New York 
Jan. North Carolina 
Apr. Nerth Dakota 
Jan. Ohio ; 
Jan. Oklahoma 
Jan. Oregon . 
os eth Pennsylvania 
. Jan. Rhode Island 
; — South Carolina 
.. Jan. South Dakota 
. Dee. 
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Tennessee 
Texas 

Utah 

Vermont 
Washington 
West Virginia 
Wisconsin 
Wyoming 


SPAUADAAWHH ND 





152 


section will be confined to pending bills | 


|fession done outside the corporate limits | 


S. B. No. 100 prohibits any city or town 
from levying a privilege tax upon the sale 
of meat from a packing house located in 
another city or town, where such packing 
house pays all its license fees and taxes 
in the other town or city. Referred to the 
Committee on Agriculture. 


Chain Store Tax.—H. |}. No. 292 amends 
Section 5 of the General Revenue Act by 
adding Schedule 155.4A and Schedule 
155.4B to Section 348 of the Act relating 
to chain stores. Referred to the Ways and 
| Means Committee. 


H. B. No. 301 provides for an amend- 
ment to the General Revenue Act relating 
to Chain Stores. Referred to the Ways 
and Means Committee. 


H. B. No. 328 provides for the levy of 
an annual license tax on all persons, firms, 
partnerships, corporations or associations 
of persons engaged in the business of op- 
erating two or more stores or mercantile 
establishments, one or more of which is 
located in this State, where goods, wares, 
merchandise or commodities of every de- 
scription whatsoever are sold or offered 
for sale at retail or wholesale under the 
same management, supervision, ownership 
or control, commonly known as branch 
stores. Referred to Ways and Means 
Committee. 


Convened Adjourned 


Jan. 
Jan. 


- Jan. 
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Jan. 
Jan. 
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Jan. 
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March, 1937 


S. B. No. 96 amends section 5 of the, 


General Revenue Act by adding a provi- 
sion relating to Chain Stores. Referred 


Senate Bills Nos. 5, 111, 113 and 137 amend 
the General Revenue Act by adding addi- 
tional 
Taxes. Referred to Finance and Taxation 
Committee. 


Income Tax.—S. B. No. 98 provides for 
the levy of a personal and corporate in- 
come tax, The tax on individuals is grad- 
uated from 114% to 5% and the tax on 
corporations is graduated from 3% to 5%. 

S. B. No. 99 proposes an amendment to 
the Constitution authorizing the Legisla- 
ture to levy an income tax for the calendar 
year 1937, and for each year thereafter; 
and provides that income shall not be con- 
sidered property for tax purposes, and 
provides that the Legislature shall reduce 
the ad valorem tax, when the revenue de- 
rived from the income tax will justify. 
Referred to the Committee on Finance 
and Taxation. 


Approvals 


Business Licenses.—H. B. No. 70 amends 
Schedule 348, Article 12, Revenue Bill, to 
revise the license fees with respect to vend- 
ing machines. Effective February 2, 1937. 

H. B. No. 87 concerns Telephone Busi- 
ness privilege taxes, and amends Section 


145 of Article 5 of the General Revenue 
Act. 


Gasoline Tax.—-H. B. No. 151 repeals act 
of 1927 authorizing Jackson County govern- 
ing body to levy and collect excise tax 
on gasoline, to become effective December 
31, 1938. 

H. B. No. 227 repeals an act providing 
for the payment of a gasoline tax in 
Pickens County, effective March 1, 1937. 

S. B. No. 86 empowers thie Board of 
County Commissioners of Pike County, 
Alabama, to transfer and assign, sell or 
pledge not more than one-third of the 
County’s part of the gasoline taxes now or 
hereafter levied by the State of Alabama and 
divided among the 67 counties of the State 
for a period not exceeding 15 years, and 


to authorize the issuance and sale of war- | 


rants, securities, debentures or assignments 
of said taxes. Approved February 9, 1937. 


Motor Vehicles.—H. B. No. 21 amends 
the General Revenue Act with respect to 
Automobile Registration Fees. Approved 
February 9, 1937. ; 

H. B. No. 61 amends section 3, of an 
act approved September 14, 1935, requiring 
motor vehicles operated upon city streets 
and public highways to carry license tags 


on front and rear, effective January 26, 
1937. 


Property Taxes.—H. B. No. 80 provides | 


for the exemption from ad valorem taxa- 
tion of the property of all incompetent 
Veterans to’ the value of $1,000 and defines 
the term “incompetent veterans.” Ap- 


proved Feb. 9, 1937. 


tion, approved February 2, 1937. 
H. B. No. 259 provides for the redemp- 
tion of real estate heretofore sold for taxes 


prior to January 1, 1935, and bid in by the | 


a at tax sale. Approved February 3, 
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S. B. No. 43 amends the General Rev- | 


enue Act with respect to tax exemptions. 
Approved February 9, 1937. 


sections relating to Chain Store | 











| taxation of securities. 
to the Committee on Finance and Taxation. | 


Securities Tax.—H. B. No. 34 amends 
the General Revenue Act 
Approved February 
5, 1937. 

Law Without Approval 


Alcoholic Beverages.—H. B. No. 44 pro- 
vides for a local election in counties to 
determine whether they shall become “wet,” 
or continue “dry.” Provision is made for 
the establishment of an Alcoholic Bever- 
age Control Board to regulate the sale, 
manufacture, and consumption of alcoholic 
beverages. The bill was passed over the 
Governor’s veto, effective February 2, 1937. 


ARIZONA 


Important tax measures which are being 
considered by the Legislature include a 
classified intangible property tax, amend- 
ments to the income tax and the exemption 
of certain necessities from the sales tax. 


Introductions 


Common Carriers.—S. B. No. 106 pro- 
vides a new scale of fees for common car- 
rier applications. 


Delinquent Taxes.—S. B. No. 73 pro- 
vides for 10% interest on delinquent taxes 
until paid and a 2% reduction if all is paid 
within 30 days after notice of delinquency. 
To Finance and Revenue Committee. 

H. B. No. 106 requires sixty days’ notice, 
after a five year period of tax delinquency 
has elapsed, before the selling of property. 


Department of Revenue.—S. B. No. 78 
creates a Department of Revenue. To Ju- 
diciary Committee. 


Gasoline Tax.—H. B. No. 93 provides a 
a tax of five cents a gallon payable by dis- 
tributors of motor fuels. 


Income Tax.—S. B. No. 41 and H. B. 
No. 68 amend the income tax statutes as 
to the filing of corporation and individual 
returns and deductions and raises the min- 
imum individual deduction from $800 to 
$1,000. To Judiciary, Ways and Means 
and Corporations Committees. 


Intangible Property Tax.—S. B. No. 49 
classifies intangible property and imposes 
a tax thereon. To Finance and Revenue 
Committee. 


Municipal Taxing Power.—H. B. No. 87 
gives cities and towns the power to license, 
tax and regulate all business conducted 
therein. 


Payment under Protest.—S. B. No. 92 
provides for the impounding of all tax 
moneys paid under protest and makes man- 
datory suits in the state courts only. To 
Judiciary Committee. 


Personal Property Tax.—H. B. No. 105 
provides for exemption from _ personal 
property tax of one automobile, one re- 
frigerator and one radio. 


Property Assessments.—S. B. No. 76 


a | creates courts of equalization and admin- 
H. B. No. 208 relates to real estate taxa-| istrative review 


for the equalization of 
property assessments. To Judiciary Com- 
mittee. 

S. B. No. 107 provides for notice to the 
owner, by registered mail, of special levies 
against real estate. 


PENDING STATE TAX LEGISLATION 


in respect to. 








| reported unfavorably. 
| ating a tax supervision department of the 
| government has passed both Houses. 
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ARKANSAS 
S. B. No. 4, which would revive the pres- 
ent expiring sales tax law, has been 


|amended in the House to exempt farm 


products sold by farmers, and to extend 
the duration of Act to July 1, 1939. An 
amendment proposing the exemption of 
medicines was rejected. There are 25 addi- 
tional amendments pending with no date 
fixed for their consideration. H. B. No. 
139, a companion measure which provided 
for a 4% gross sales tax on luxuries, was 
killed in the House. S. B. No. 149 pro- 
posing a chain store license tax levy was 


H. B. No. 244 cre- 


Introductions 


Alcoholic Beverages.—H. B. No. 298 pro- 
vides for the taxation of wines and beers. 
To Cities Committee. 


Chain Stores.—H. B. 
chain store licenses. 
mittee. 


No. 267 relates to 
To Taxation Com- 


Cigarette Tax.—S. B. No. 221 fixes thie 
cigarette tax at 15 cents per thousand. To 
Taxation Committee. 


Greyhound Racing.—H. Bb. 
peals Act No. 339, L. 1935. 
Committee. 


No. 223 re- 


To Temperance 


Motor Vehicles.—H. B. No. 288 amends 
law fixing truck licenses. To Agriculture 
Committee. 


Poll Tax.—S. B. No. 200 provides for the 
registration of voters and the payment of 
a poll tax. To Election Committee. 


Property Taxes.—H. B. No. 245 changes 
dates for meeting of tax equalization 
boards. To Calendar. 


Public Utilities—H. B. No. 305 levies an 
excise tax on power, gas, water, telephone 
and telegraph companies. To Judiciary 
Committee. 


Soft Drinks.—H. B. No. 353 levies taxes 
on soft drinks. To Taxation Committee. 


Tax Supervision.—H. B. No. 224 creates 
a Tax Supervision Department in the state 
government. To Calendar. 


CALIFORNIA 


The California Legislature recessed until 
March 1, 1937. Two bills became law, 
namely Ch. 19, which amends the Bank 
and Corporation Franchise Tax Act so as 
to refer to the Federal Act of 1936, and 
Ch. 6 which re-enacts the license tax on 
motor vehicles. 


Introductions 


Alcoholic Beverages.—A. 13. No. 1885 
reduces the excise tax on distilled spirits 
from 80 cents per gallon to 62% cents per 
gallon. To Public Morals Committee. 


A. B. Nos. 2069, 2071, 2072, 2073 amend 
the Alcoholic Beverage Control Act. To 


| Public Morals Committee. 


A. B. No. 2230 provides a system of State 


Sales Tax.—S. B. No. 70 amends the| control of manufacture, purchase, sale and 


present sales tax by exempting certain ne- | transportation of alcoholic bev erages. 


cessities. 


To 
Public Morals Committee. 
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Business License Taxes.—S. B. Nos. 933, 
934, 935, 936 amend the contractors’ license 
law. 

A. B. Nos. 1952 to 2002 provide amend- 
ments on various phases of sale of all kinds 


of drugs, the practice of pharmacy, drug | 


stores’ licenses, taxes, etc. 
Dental Committee. 

A. B. No. 2572 relates to the taxation 
of the manufacture, distribution and sale of 
motion picture films. To Revenue Com- 
niittee. 

A. B. No. 2622 licenses opportunity bro- 
kers and salesmen. To Judiciary General 
Committee. 


Car Companies.—A. B. No. 2198 imposes 
a tax on the rolling stock of car companies 
and car loading companies in lieu of other 
taxes. To Revenue Committee. 


Chain Store Tax.—A. B. No. 2778 re- 
quires State licensing of stores. 
ciarvy Committee. 


To Medical and 


Franchise Tax.—A. 
to the minimum tax on Massachusetts and 
business trusts. To Revenue Committee. 


Motor Carriers.—S. B. Nos. 811, 812, 816 
amend the motor transportation law. 

A. B. No. 1457 provides for the repeal of 
the City Carriers Act. To Motor Vehicles 
Committee. 

A. B. No. 2076 repeals the Highway Car- 
riers Act. To Motor Vehicles Committee. 


Motor Vehicle Registration—A. B. No. 


2221 requires the licensing of certain ve- | real estate rent deductions under the cor- 


hicles used for the transportation of per- 
sons or property for hire. To Motor 
Vehicles Committee. 

A. B. No. 2375 relates to commercial 
vehicle taxes. To Motor Vehicles Com- 
mittee. 


Pipe Lines.—A. B. No. 768 relates to the 
taxation of operators of pipe lines used in 
the transportation of gas. To Revenue 
and Taxation Committee. 


Property Taxes.—A. B. No. 2334 relates 
to the taxation of property escaping tax- 
ation. To Governmental Efficiency Com- 
mittee. 

A. B. No. 2680 makes the tax on personal 
property a lien on real property. 
enue Committee. 


Sales Tax.—S. B. No. 1093 provides for 
exemption from the sales tax of purchases 
of tangible personal property by the State. 

A. B. Nos. 2196, 2197 relate to the tax- 
ation of the privilege of selling, renting 
or leasing tangible personal property. To 
Revenue Committee. 

A. B. No. 2316 provides for sales tax 
exemptions. To Revenue Committee. 

A. B. No. 2676 exempts soft drinks from 
the sales tax. To Revenue Committee. 


Use Tax.—A. B. No. 2595 relates to the 
payment under protest in connection with 
the use tax. To Governmentai Revenue 
Committee. 


Approvals 
Franchise Tax.—Ch. 19 (A. B. No. 1512) 


amends Secs. 19, 20, 21 of the Bank and | 


Corporation Act, Franchise Tax Act, re- 
lating to gain and loss. It is provided that 
gain or loss shall be determined in accord- 
ance with the provisions of the Federal 
Revenue Act of 1936. The provisions of 
the amendment apply to the computation 
of taxes for taxable vears commencing 
after December 31, 1937. 


| Motor Vehicle License 
| (A. B. No. 236) re-enacts the license tax 


THE TAX MAGAZINE 


Fee.—Ch. 6 


on motor vehicles at the rate of 14% of 
the actual market value of the vehicles. 
Provisions are made for refund of taxes 
erroneously collected. 


COLORADO 


There has been little activity in the Col- 
|orado Legislature as regards tax bills. 
| Only one bill of importance has been in- 
| troduced since the last BULLETIN, and none 





To Judi- | 


B. No. 2412 relates | 


To Rev- | 


_has received final action as yet. 


| Introductions 
| Business Licenses.—S. B. No. 682 pro- 


vides for store licenses. Referred to the 


; 
| Committee on State Affairs. 


CONNECTICUT 


|shape around income tax proposals, which 
range from income tax measures of general 


|only, as more fully appears from the intro- 
ductions set forth below. 





The tax program seems to be taking | 


March, 1937 


H. B. No. 898 amends the Corporation 
Business Tax Act. To Finance Committee. 

H. B. No. 902 repeals the Corporation 
Business Tax Act of 1935. To Finance 
Committee. 


Gasoline Tax.—S. B. No. 323 allows dis- 


| tributors 3% collection fee deduction. To 


Finance Committee. 

S. B. No. 928 taxes sale and distribution 
of motor fuel. To Finance Committee. 

S. B. No. 1105 concerns curb pumps. Te 
Motor Vehicles Committee. 

H. B. No. 134 provides for the repeal of 
the 1% tax allowance to gasoline distrib 
utors. To Motor Vehicles Committee. 

H. B. No. 135 provides for repeal of 
refunds allowed under gasoline and oil tax 
laws. To Motor Vehicles Committee. 

H. B. No. 1417 concerns the taxation of 
motor oil. To Motor Vehicles Committee. 

Income Tax.—S. B. No. 131 provides for 
levy of taxes on net incomes of individuals, 
estates and trusts. To Finance Committee 

S. B. No. 317 concerning a tax on interest 


_and dividends and repealing the estate per- 
|scope to taxes on dividends and interest | 


sonalty tax and choses in action taxes. To 


| Finance Committee. 


In connection | 


with the proposed assessment of new in- | 
come taxes, corresponding proposals for | 
the repeal or modification of existing taxes | 


have been made. The enactment of a new 
graduated chain store tax becomes a possi- 
bility under current introductions. An item 


of interest is S. B. No. 502 which allows | 


| poration business tax law. 


Introductions 

Alcoholic Beverages.—S. B. 
taxes sale of alcoholic beverages in Con- 
necticut by distributors. To Finance Com- 
mittee. 

S. B. No. 327 imposes a tax on distributors 
of alcoholic beverages. 
mittee. 


Business Licenses.—S. B. No. 1013 im- 
poses a tax on betting at horse and dog 
races. To Judiciary Committee. 


S. B. No. 495 imposes a graduated net 
income tax. To Finance Committee. 

S. B. No. 504 levies a graduated personal 
income tax. To Finance Committee. 

H. B. No. 301 amends the state income 
tax law. To Taxation Committee. 

H. B. No. 503 concerning an Act impos 
ing a tax on incomes. To Finance Com 
mittee. 

H. B. No. 504 repeals tax on choses in 


/action and estate penalty tax and levies a 
|5% tax on incomes of interest and divi- 


No. 311)! 


To Finance Com- | 


| dent 
| computing deductions. 


H. B. No. 715 imposes a tax on admis- | 


| sions to places of amusement. 
Committee. 


‘license fees production and sale of domestic 
milk. To Agriculture Committee. 


Chain Store Tax.—S. B. No. 322 provides 
for a chain store license tax. 
Committee. 

S. B. No. 668 provides for $50 chain store 
license fee, per store, payable to towns. 
To Finance Committee. 


To Finance ! 


dends. To Finance Committee. 

H. B. No. 716 provides for a complete 
state income tax law with graduated rates. 
To Finance Committee. 

H. B. No. 897 levies a graduated income 
tax. To Finance Committee. 


Inheritance Taxes.—S. B. No. 318 amends 
the Succession Tax Law affecting nonresi- 
decedents by changing method of 
} To Finance Com 
mittee. 

S. B. No. 319 imposes a gift tax. To 


| Finance Committee. 


H. B. No. 1082 exempts from milk sale | 


_H. B. No. 517 concerning a gift tax. T: 
Finance Committee. 


Interstate Revenue Compacts.—H. |. 


| No. 557 provides for an interstate revciiue 


To Finance | 


compact authority 
agreements 
laws. 


empowered to siake 
respecting uniform revenue 
To Interstate Co-operation Com 


| mittee. 


H. B. No. 576 imposes a graduated license 
tax on multiple mercantile establishments. | 


To Judiciary Committee. 
H. B. No. 895 provides for the licensing 
of chain stores. To Finance Committee. 


cigarette tax law generally. 
Committee. 


H. B. No. 713 concerning a temporary | Dineen Comuibake 


| cigarette tax. To Finance Committee. 


Corporation Business Tax.—S. B. No. 500 
reduces corporation business tax rate to 
'34 of 1 mill. To Finance Committee. 

S. B. No. 502 allows 
deduction under corporation business tax 
law. To Finance Committee. 

H. B. No. 719 amends the Corporation 
Business Tax Act of 1935. To Finance 
Committee. 


Liquor Chain Stores.—S. B. No. 747 pro 
vides for granting of but one permit per 


| person in connection with the sale of liquor 


iby chain stores. Transportation companies 
|are exempt from limitation provision. T: 
Judiciary Committee. 

Cigarette Tax.—S. B. No. 506 amends the | 


To Finance | 


| 
| 
| 
j 
| 


real estate rent | 


Motor Vehicles.—S. B. No. 658 provides 
for the levy of an excise tax on motor 
vehicles in lieu of present property tax 


S. B. No. 1104 concerns taxes on moto 
vehicles. To Motor Vehicles Committe: 

H. B. No. 208 provides for rebates and 
correction of tax lists as to motor vehicl¢ 
taxes and assessments. To Judiciary Com 
mittee. 

H. TB. No. 1031 relates to registration 
fees on motor busses, providing for fees 
based on gross weight. To Motor Vehicles 
Committee. 
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March, 1937 


H. B. No. 1032 exempts from taxicab 
registration fees motor busses with capac- | 
ity of seven or less. To Motor Vehicles 
Committee. 

H. B. No. 1037 authorizes Public Utilities 
Commission to assess cost of regulating 
motor carriers. To Motor Vehicles Com- 
mittee. 


H. B. No. 1429 concerns the registration 
of bicycles. To Motor Vehicles Committee. 


Property Taxes.—S. B. No. 496 concerns 
assessment of personal property taxes and 
provides certain exemptions. To Finance 
Committee. 





S. B. No. 631 eliminates the necessity for 


filing tax lists in Bristol, except for items 
prescribed by the Board of Equalization 
form. To Cities and Boroughs Committee. 


S. B. No. 657 provides for 6% rate on 
Bridgeport delinquent taxes. To Finance 
Committee. 


S. B. No. 733 provides 15 mill tax limita- 
tion on property in any taxing unit or 
subdivision of the state. To Judiciary 
Committee. 


S. B. No. 923 provides for jeopardy tax 
collections. To Finance Committee. 


H. B. No. 169 provides for taxation of 
cash and bank deposits, To Finance Com- 
mittee, 


H. B. No. 217 provides 5% penalty on 
nonresident real estate owners who fail to 
notify tax collector of change of permanent 
address. To Judiciary Committee. 


H. B. No. 511 concerns the collection of 
interest on taxes. To Finance Committee. 

H. B. No. 721 concerns the taxation of 
machinery. To Finance Committee. 

H. B. No. 1214 concerns the reduction 
of interest charges and penalties on delin- 
quent real estate taxes. To Finance Com- 
mittee. 

H. B. No. 1226 concerns real estate tax 
limitation. To Finance Committee. 


Public Utilities—S. B. No. 906 levies a 
gross income tax on public utilities. To 
Finance Committee. 

S. B. No. 995 concerns taxes and rates 
of public utility companies and the filing of 
inventories, To Judiciary Committee. 


Unincorporated Business Tax.—S. B. No. 
909 provides for the inclusion of certain 
trades and professions in the unincorpo- 
rated business tax law. To Finance Com- 
mittee. 


DELAWARE 


No tax measures have been passed by 
the Delaware Legislature to date. 
of the bills introduced pertain to license 
taxes, 

Introductions 


Alcoholic Beverages—H. B. No. 40 


amends Ch. 176 of the Revised Code re- | 
lating to alcoholic liquors, wines and beer | 


and in reference to the refusal of licenses | Wetetede 


in Sussex County. 


License Taxes——H. B. No. 52 amends 
Ch. 6, Art. 16 of the Code in reference to 
Occupation licenses. 


Most | 


| certain personal property. 


H. B. No. 16 amends Ch. 44 of the Re- | 


PENDING STATE TAX LEGISLATION 
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Tobacco Tax.—H. B. No. 278 repeals the 


vised Code in reference to the valuation icigar and cigarette tax and levies another 
and assessment of property by exempting | one on sales and use of cigars and ciga- 


To Agriculture 
Committee. 

Motor Vehicle Registration.—S. B. No. 
16 amends Ch. 166 of the Revised Code 
relating to motor vehicles. 

H. B. No. 74 relates to motor vehicle 
operator’s license. 

No. 75 amends Ch. 165 of the Code 


in reference to the registration of motor | 


vehicles at half rates. 


DISTRICT OF COLUMBIA 


Congress, which legislates for the Dis- 
trict of Columbia, has introduced and is 
considering. -the. following bills affecting 
taxation in the District. 


Introductions 


Cosmetology.—H. R. No. 3891 regulates | 
the occupation and practice of cosmetology. 
To H. Committee on Dist. of Columbia. 


Estate Tax.—H. R. No. 1663 provides 
for a tax on the transfers of estates of 
decedents. To H. Com. on Dist. of Columbia. 


Income Tax.—H. R. No. 1660 provides 
for the taxation of incomes and repeals 
certain portions of the tax on intangibles. 
To H. Committee on Dist. of Columbia. 


Motor Vehicles—H. R. No. 1661 in- 
creases the motor vehicle tax. To H. Com. 
on Dist. of Columbia. 

H. R. No. 1662 prescribes registration 
fees based upon weight of vehicles. To 
H. Committee on Dist. of Columbia. 


GEORGIA 


Bills affecting taxation in Georgia, which 
have been introduced in the Legislature 
and not previously reported herein, are 
summarized below. 


Introductions 


Beauty Culture—H. B. No. 248 requires 
licensing and registration of practice of 
beauty culture. To Hygiene and Sanita- 
tion Committee. 

Insurance Premiums Tax.—H. B. No 
272 levies a tax of 24%4% on gross pre- 
miums received by all foreign and domestic 
insurance companies doing business in the 
state. To Ways and Means Committee. 

Malt Beverages.—H. B. No. 273 provides 
for licensing the business of dealing in 
malt beverages and imposes an excise tax. 


| To Ways and Means Committee. 


Milk Control.—S. B. No. 46 provides for 
the regulation of the price of milk as af- 
fecting producers. To Agriculture Com- 
mittee. 

Motor Vehicle Registration.—S. R. Nos. 
19 and 22 extend the time limit for pro- 
curing license for motor vehicles until 





B. No. 63 amends Ch. 6 of the Revised | 


Code relating to occupation license for 


bottlers. 
Property Taxes.—S. B. No. 14 amends 


Sec. 1, Ch. 44, Revised Code in reference | 
to valuation and assessment of property. | Ways and Means Committee. 


March 1, 1937. To Motor Vehicles Com. 

S. B. No. 118 amends the State Motor 
Tag Act. To Motor Vehicles 
| Committee. 

Motor Vehicle Taxes.—H. B. No. 342 
| requires payment of all ad valorem taxes 
|on vehicles before license will be issued. 
| To Ways and Means Committee. 

Occupation Tax.—H. B. No. 176 pro- 
vides for levying taxes on privilege of en- 
| gaging in certain occupations, businesses, 
commercial transactions, etc. Referred to 





! 


rettes. 

H. B. No. 295 doubles the present tax 
on cigars and cigarettes. To Ways and 
Means Committee 


Wine Tax.—H. B. No. 101 imposes a 2¢ 
tax on each gallon of wine manufactured 
in this state. To Temperance Committee. 


IDAHO 


Several amendments to the income tax 
have been proposed, including increasing 
the rate of tax on net incomes over $50,000. 
A minimum levy on real and personal prop- 
erty and restriction on the imposition of 
a sales or transaction tax on such property 
are proposed by S. .B. Nos. 96 and 97. 


Introductions 


Aircraf.—H. B. No. 214 provides for a 
specific tax on engine fuels for aircraft in 
Idaho at the rate of five cents per gallon. 


Alcoholic Beverages.—H. B. No. 99 pro- 
vides a stamp tax of 10¢ a pint or fraction 
thereof on the sales of alcoholic liquor. 

H. B. No. 106 provides for the licensing 
of retail vendors of beer by the Idaho 
Liquor Control Commission. To State 
Affairs Committee. 

H. B. No. 128 provides for a 
alcoholic liquor. 
tion Committee. 

H. B. No. 130 provides for the licensing 
of importing distributors and importing 
wholesalers, regulates the advertising and 
sale of beer and limits the authority of 
municipalities and counties to impose li- 
cense fees. To State Affairs Committee. 

H. B. No. 154 provides for a stamp tax 
upon all beer imported into Idaho. To 
State Affairs Committee. 


Collection of Taxes.—H. B. No. 103 gives 
any state officer charged with collection 
of taxes, inquisitorial, auditorial and regu- 
latory powers to determine the tax col- 
lectible by his office. To Revenue and 
Taxation Committee. 


Delinquent Taxes.—S. I}. No. 84 permits 
taxpayers to pay one-half of yearly tax 
delinquency with interest and penalties; 
such payment to be accepted on oldest de- 
linquency. To State Affairs Committee. 

S. B. No. 101 provides an interest rate 
of 6% on delinquent taxes and provides 
that discount be allowed when tax is paid 
before becoming delinquent. To State Af- 
fairs Committee. 

S. B. No. 114 cancels interest penalties 
on delinquent taxes levied during years 
1930 to 1935 inclusive in excess of 2%, 
provides for payment and collection of such 
delinquent taxes by installments, postpones 
the issuance of tax deeds and provides for 
redemption of property. To State Affairs 
Committee. 


Electricity Tax.—H. B. No. 132 increases 
the tax on electricity and electric energy 
to one mill per kilowatt. To Public Util- 
ities Committee. 


sales tax on 
To Revenue and Taxa- 


Exemption.—S. B. No. 61 exempts per- 
sonal property and improvements on real 
property to the amount of 5% of their 
value for the year 1938 and increases such 


exemptions each year thereafter 5% until 
60% be exempt from taxation. To the 





Committee on State Affairs. 
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Federal Gasoline Tax.—». J. M. No. 8 
urges Congress to abolish the Tederal 
gasoline sales tax. To Highways Com- 

mittee. 


Income Tax.—sS. |}. No. 89 allows deduc- 
tion of losses incurred in the production 
of crops and live stock raising in determin- 
ing state income tax. To State Affairs 
Committee. 


H. B. No. 194 increases the rate of in- 
come taxes of certain classes where income 
is in excess of $50,000 net income. 


H. B. No. 219 relates to deductions al- 
lowed individuals, computing that income 
by allowing deductions of all taxes imposed 
hy the federal government. 


Motor Fuels Tax.—H. B. No. 87 elimi- 
nates from the motor fuels tax act the 
exception of motor vehicles operated on 
public highways and the provisions for the 
payment of motor fuels refund to the 
vendor as creditor. To the Committee on 
Revenue and Taxation. 


H. B. No. 101 provides for an excise tax 
on all types of motor fuels. To State 
Affairs Committee. 


H. B. No. 146 provides for an excise tax 
on motor fuels and provides for a report 
of sales of motor fuels, use and distribu- 
tions by dealers. 

H. B. No. 227 levies a dealers tax of 


114 mills per gallon on all motor fuels sold 
and used for consumption in the state. 


Motor Vehicle Caravaning.—H. B. No. 
100 regulates the caravaning of motor cars 
on state highways, provides for licensing 
the same and exempts local dealers. To 
State Affairs Committee. 


Motor Vehicle Registration.—H. B. No. 
126 provides for a flat tax of $5 on pas- 
senger vehicles and provides for a reduc- 


tion of license fees on all trucks and 
for-hire cars. To Highways Committee. 
H. B. No. 163 exempts from Idaho 


egistration motor vehicles already licensed 
in a foreign country, territory, federal dis- 
trict, or another state. To Highways Com- 
mittee. 


H. B. No. 164 provides for registration 
fees on a graduated scale for motor ve- 
hicles and trailers and provides for certain 
refunds of fees already paid for year 1937. 


Real Property Levy.—S. B. No. 97 re- 
lates to the definition of real property and 
sets a minimum levy thereon of 2% mills 
and restricts the imposition of a sales or 
transaction tax thereon. To State Affairs 
Committee. 


Sales Tax.—S. B. No. 96 restricts the 
imposition of a sales or transaction tax 
on personal property and sets a minimum 
levy on personal property of 2% mills. To 
State Affairs Committee. 


Sheep.—H. B. No. 147 requires persons 
or firms operating line shafts for sheep 
shearing machines temporarily in Idaho to 
pay a license tax. 

H. B. No. 208 provides that the State 
predatory animal board shall fix a special 
tax, not exceeding ten mills per dollar on 
all sheep assessed. 


Tex Levy.—H. B. No. 95 requires the 
publication and posting of notices of an 


intention to levy more than ten mills for 


general purposes. 


To Municipalities Com- 
mittee. 








cities to 
transient merchants and itinerant vendors. 
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Transaction Tax.—H. B. No. 143 pro- 
vides for a transaction tax for raising of 


public revenue for social security purposes. 


ILLINOIS 


When the Illinois Legislature recon- 


vened, after its recess, many bills were 
introduced in both houses and many of 
them were tax proposals as is evidenced 
by the introductions listed below. 
ular attention is directed to H. B. No. 65 
and S. B. No. 30 which provide for a tax of 
5 cents per thousand cubic feet of natural 
gas. 


Partic- 


Introductions 
Licenses.—S. B. No. 14 provides an oc- 


cupational license tax for employees at race 
meets. 


Motor Vehicles.—H. B. Nos. 6 and 8 pro- 


vide for the licensing of drivers of motor 
vehicles. 


H. B. Nos. 14, 27 and 78 exempt cer- 


tain agricultural vehicles from the require- 
ments of motor vehicle registration. 


H. B. No. 60 provides that trucks and 


trailers engaged in transporting agricul- 
tural products must be registered. 


S. B. Nos. 27 and 37 exempt trailers 


from motor vehicle registration when used 
primarily in 
Roads and Highways Committee. 


agricultural pursuits. To 


Municipal Licenses.—H. B. No. 74 allows 
license solicitors, canvassers, 


Property Taxes.—H. B. No. 5 validates 


tax levies and proceedings in cities (other 
than Chicago) where the levy was invalid 
because made after the deadline. 


H. B. No. 18 amends the town levy 
provisions relative to poor relief. 


H. B. Nos. 22 and 59 eliminate penalties, 


etc., on property forfeited for taxes from 


1929 to 1933 inclusive. 


H. B. No. 29 provides for installment 
payment of delinquent taxes. 


H. B. No. 37 waives interest and pen- 
alties by allowing delinquent taxpayers to 
pay only the principal on general taxes. 

H. B. No. 56 provides for an abridged 
procedure whereby county courts may con- 
firm tax levies, tax rates and extension of 
taxes immediately after they are deter- 
mined upon. 

H. B. No. 57 authorizes cities to levy 
a tax of one mill to maintain public health 
departments. 

H. B. Nos. 68 and 69 permit cities (other 
than Chicago) to amend their levy ordi- 
nances prior to March 1, 1937. 

S. J. R. No. 4 proposes a constitutional 
amendment to limit the aggregate tax rate 
to 1 per cent with a homestead exemption 
of $1,000. 

S. B. No. 35 pegs Chicago Park District 
tax rate to produce $9,000,000 for 1937 to 
1939 but permits supplemental levy to 
make full rate effective for this year. To 
Parks Committee. 

S. B. No. 36 pegs Chicago school tax at 
$45,000,000. 


Retailers’ 
H. B. Nos. 53, 54 and 55 require additions 
to bids of foreign bidders on public works 
of municipalities to cover the 3 per cent 
tax burden to which resident bidders are 
subject. 





Occupation (Sales) Tax— 


|to waive interest and penalty. 
| both houses January 29, 1937. 


March, 1937 


S. B. No. 38 proposes use of stamps for 


sales tax collections beginning April 30, 


1937. 


To Revenue Committee. 


Utilities —H. B. No. 65 and S. B. No. 30 


levy a tax of 5 cents per thousand cubic 
feet of natural gas. 


INDIANA 
S. B. No. 87 permits the Gross Income 


Tax authorities to extend the time of pay- 
ment of 1936 taxes for six months by resi- 
dents of 18 counties in Southern Indiana 
affected by the flood. This bill was ap- 
proved February 8, 1937. 


H. B. No. 57 providing for the payment 


of delinquent property taxes in installments 
has also been approved. 


Introductions 
Chain Store Tax.—H. B. No. 144 raises 


the Chain Store license fees under certain 
classifications. 
one store, but a fee of $3 is added for 
each additional 2,000 square feet. 
for each store over two is raised to $30; 
fee of $300 each for stores in excess of 
two operated by the same firm. Referred 
to Cities and Towns Committee. 


The $3 fee is retained for 
The fee 


Entertainment Licenses.—H. B. No. 159 


provides for licenses for circuses, tent 
shows, carnivals and radio acts daily fees 
being $100, $50, $50, and $25 respectively. 
Referred to Cities and Towns Committee. 


Income Tax.—H. B. No. 186 permits the 


taxpayer to elect if he will pay 1% on his 
gross income or 3% on gross profits. Re- 
ferred to the Ways and Means Committee. 


H. B. No. 227 amends the Gross Income 


Tax law generally. 


Petroleum Products.—H. B. No. 153 pro 


vides for inspection of petroleum product 
standards and sets a fee of 10¢ a barre! 
for 25 barrels, and 4¢ a barrel over that 
amount. 
mittee. 


Referred to the Judiciary Com 


Property Taxes.—H. B. No. 167 makes 


applications for mortgage exemptions from 


taxation effective until the debt is paid. 
Referred to the Judiciary Committee. 


Sales Tax.—H. B. No. 166 reduces from 
1% to % of 1% the gross income tax on 
retail sales. Referred to the Judiciary 
Committee. 


Theatres.—S. B. No. 90 provides for 
licensing of motion picture theatres by the 
fire marshal. Annual fee of $15 for class 
A, and $10 for class B houses is provided. 
Referred to the Rights and Privileges Com- 
mittee. 


Approvals 


Property Taxes.—H. B. No. 57 provides 
that taxes on delinquent real estate may be 
paid in 12 equal semi-annual installments 
beginning in 1938. To be entitled to the 
benefits of this law the taxpayer must take 
advantage of it before the first Monday in 
May 1937; approved January 23, 1937. 


Income Tax.—S. B. No. 87 permits gross 
income tax authorities to extend the time 
of payment of 1936 tax six months by resi- 
dents of 18 counties in the flood area, and 
Passed in 


| 


ti 
to 
tie 


>] 
t 


mn 


Si- 
nd 


March, 1937 


Joint Resolution 


Income Tax.—H. J. R. No. 1 extends the 
time of payment of 1936 gross income tax 
to April 15, 1937 for residents of 18 coun- 
ties in the Southern Indiana flood area. 


IOWA 


Bills recently introduced before the lowa 
Legislature propose extending the sales tax 
for two years and increasing the tax to 3¢. 
S. B. No. 10 authorizing cities of 75,000 
to 90,000 to make a levy of not over $40,000 
on all taxable property, payable in 1938, has 
heen approved by the Governor. 


Introductions 
Motor Carrier Tax.—H. B. No. 38 re- 
duces penalty for late payment of motor 
carrier tax to 10% of original tax. To 
Motor Vehicles Committee. 


Motor Fuel Tax.—H. B. No. 132 pro-| 
vides for refund of motor fuel tax to trac- 
tors used for agricultural purposes. To 
Motor Vehicles Committee. 


Municipal or Public Bonds.—S. B. No. 
105 provides for removing tax exemption 
after July 4, 1937 on state and local govern- | 
mental securities. To Judiciary Committee. | 

H. B. No. 43 requires taxation of all | 
municipal or public bonds issued after July 


1, 1937. To Ways and Means Committee. 


Property Taxes.—S. B. No. 70 defines 
agricultural lands and inclusion thereof for | 
taxation in independent school districts. | 
To Ways and Means Committee. 

H. B. No. 119 and S. B. No. 113 extend | 
time for payment of 1937 property taxes 
irom April Ist to July Ist. H. B. No. 119! 
referred to Cities and Towns Committee. | 
S. B. No. 113 referred to Ways and Means | 
Committee. 

H. B. No. 140 provides that money from | 
money and credits tax be considered in 
making general property tax rate. To| 
Ways and Means Committee. 


Sales Tax.—H. B. No. 95 raises sales tax 
to 3¢ to provide for Old Age Pension funds. 
To Ways and Means Committee. 

H. B. No. 142 provides that the sales | 


tax be extended two years. To Ways and 
Means Committee. 


| 


Approvals 


} 


_ Property Taxes.—S. B. No. 10 authoriz- | 
ing an additional tax levy not exceeding | 
$40,000 on taxable property within cities 
of 75,000 to 90,000. 
| 
KANSAS | 
No significant tax measures have been | 
passed and approved as yet, but a number | 
of new bills have been introduced before 
the Legislature, including several bills | 
providing for a tax on malt and malt} 
heverages. 


Introductions 


Car Company Taxes.—H. B. No. 190 
Provides for paying taxes by halves in 
December and June rather than a lump 
sum in December, and provides insurance 
and penalties. 


Drivers’ Licenses.—H. B. No. 252 pro- | 


| districts of 6 mills. 





vides that county vehicle commissioners 
shall conduct drivers’ license examinations, | 
report violations for suspension of license, | 
and handle registration. 


Insurance.—H. B. No. 164 provides for 
the licensing of insurance agents; examina- 
tion; and a two dollar license fee regularly 
to be renewed. Referred to the Committee 
on Insurance. 


Malt Tax.—H. b. No. 250 provides for 
a tax of 3¢ per gallon, and no provision 
is made for malt syrup, extract, wort, etc. 


S. B. No. 182 provides that the manufac- 
turing, brewing, distributing, and selling 
of malt beverages shall be licensed. Cities 
are allowed to license retailers, all others 
to be exclusively state licensed. Annual 
fee for manufacturers $1,000; wholesalers 
$300 or $100; retailers $15 or $5. Rate of 
tax at 5¢ per gallon on beer sold to the 
retailers; malt syrup—l0¢ a lb.; wort and 
liquid malt—l0¢ per gal. 

S. B. No. 222 is similar to S. B. No. 182, 
except that it doesn’t have a stamp feature. 


Motor Vehicles.—H. B. No. 210 requires 


|all motor vehicles to have certificate of 


title, and provides for the issuance and 
procedure regulating same. Referred to 
the Gas and Oil Committee. 

S. B. No. 189 reduces license fees from 
$5 to $2.50. Referred to the Committee 
on Highways. 


Oil and Gas Tax.—H. B. No. 228 levies 
a 4% tax on the gross value of all oil and 
gas production payable quarterly to the 
State Tax Commission. Referred to the 
Committee on Taxation. 


S. B. No. 188 levies a severance tax of 
3% of the gross value on all oil and gas 


| production to be paid by the owner of the 


ground when it is severed from the ground. 
Referred to the Committee on Oil and Gas. 


Property Taxes.—H. B. No. 139 provides 
a tax limitation on municipal high school 
Referred to the Com- 
mittee on Assessment and Taxation. 

S. B. No. 139 provides for an extension 
of lien of tax certificates for as long as 
redemption period is extended. Referred 
to the Committee of the Whole. 


MAINE 


The 1937 Regular Session of the Maine 
Legislature convened on January 6, 1937. 
The following bills, in addition to those 
previously reported have been introduced: 


Introductions 


Alcoholic Beverages——H. B. No. 312 
imposes a permanent 15% sales tax on 
intoxicating liquors for old age pensions. 


Business Licenses.—H. B. No. 284 im- 
poses a tax of one cent per barrel of 
potatoes for the advertising of the potato 
industry. To Agriculture Committee. 

H. B. No. 498 repeals games of skill tax. 

H. B. No. 500 doubles the chain store 
tax. To Taxation Committee. 

H. B. No. 620 registers and regulates 
funeral directors. To Legal Affairs Com- 


| mittee. 


S. B. No. 202 licenses operators of 
motor vehicle road and tourist services. 
To Legal Affairs Committee. 


Gasoline Tax.—H. B. No. 898 relates to 
the gasoline tax. To Taxation Committee. 


Income Tax.—H. B. No. 313 proposes 
an income tax law as follows: under 
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$1,000.00, two per cent; two to $3,000.00, 
three per cent; over $3,000.00, four per cent. 
To Taxation Committee. 


Motor Vehicles.—S. LB. No. 88 provides 
for an act relating to operation of motor 
vehicles. To Judiciary Committee. 

S. B. No. 159 creates a general highway 
fund and allocates the money received. To 
Ways and Bridges Committee. 

S. B. No. 178 relates to the registration 
of non-resident trucks. 

H. B. No. 466 prohibits dealers’ plates 
on cars which are not demonstrators. ‘lo 
Judiciary Committee. 

H. B. No. 469 requires a physical exami- 
nation of new applicants for drivers’ li- 
censes. To Judiciary Committee. 

H. B. No. 471 reduces the registration 
fee of motor vehicles to $5.00. To Judi- 
ciary Committee. 

H. B. No. 668 relates to the motor vehicle 
excise tax. To Judiciary Committee. 

H. B. No. 671 relates to the issuance 
of operators’ licenses. To Judiciary Com- 
mittee. 

H. B. No. 874 relates to the termination 
of registrations of motor vehicles. To 
Judiciary Committee. 

H. B. No. 875 relates to registration fees 
to be paid for motor vehicles used for the 
carrying of passengers for hire and operat- 
ing over regular routes. To Judiciary 
Committee. 

H. B. No. 877 relates to the prepayment 
of excise tax on motor vehicles. To Ju- 
diciary Committee. 


Property Taxes.—S. B. No. 152 permits 
two weeks for the filing of property dec- 
larations by taxpayers. To Judiciary Com- 
mittee. 

H. B. No. 296 increases to $2,500.00, the 
exemption value of homesteads. To Ju- 
diciary Committee. 

H. B. No. 499 increases veterans’ exemp- 
tion from taxation. To Taxation Com- 
mittee. 

H. B. No. 708 increases the exemptions 
of taxation to veterans. To Taxation Com- 
mittee. 

H. B. No. 899 exempts brood mares and 
horses used for agricultural purposes from 
taxation. To Taxation Committee. 


Tobacco Tax.—H. B. No. 900 provides 
for a tax on cigarettes. To Taxation Com- 
mittee. 


MARYLAND 


The Governor in his budget message to 
the General Assembly, declared himself 
opposed to an increase in the State tax 
rate on property. He did, however, sug- 
gest the following tax measures as a means 
of deriving additional revenue: (1) A 2% 
State income tax on individuals with in- 
comes over $1,500 per annum. (2) A 2% 
retail sales tax on tangible commodities, 
including sales of electricity, gas, steam, 
and telephone and telegraph messages, but 
excluding cosmetics and amusements now 
taxed under other levies. (3) An increase 
in inheritance taxes. (4) Miscellaneous 
taxes on gasoline, lubricating oil, soft 
drinks, cigars and cigarettes, bank checks, 
newspapers, magazines and periodicals, 
radio equipment and radio receiving sets, 
betting and dog racing. 


Introductions 


Baltimore Liquor License.—S. B. No. 57 
amends Secs. 1, 3 and 31 of Art. 2B of the 
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Annotated Code (1935 
the licensing of the 
beverages in Baltimore 
ferred to as one license system. 
Senators. 


Gross Receipts Tax.—S. Lb. No. 71 amends 
Sec. 91 of Art. 81 of the Annotated Code 
(1935 Supp.), increasing the tax on gross 
receipts of certain corporations and mak- 
ing the gross receipts tax applicable to 
all railroads doing business in the State. 
To Finance Committee. 


Gross Sales Tax.—H. B. No. 101 adds 
Sec. 65B to Art. 56 of the Annotated Code 


To City 


(1935 Supp.), to provide for a gross sales | 


tax in lieu of a trader’s license. 
and Means Committee. 


Intangibles Tax.—H. B. No. 129 amends 
Sec. 8 (a) (1) of Art. 81 of the Annotated 
Code (1935 Supp.), relating to the taxation 
of intangible personal property held by a 
resident or non-resident individual trus- 
tee. To Ways and Means Committee. 


Property Taxes.—S. B. No. 26 and H. B. 
No. 44 fix the tax rate for the years 1938 
and 1939 at 22%4¢ per $100 of assessed 
valuation. To Finance Committee. 

S. B. No. 29 amends Sec. 166 of Art. 81 
of the Annotated Code (1935 Supplement), 
fixing the time for the next general assess- 
ment of property for the year 1939. To 
Finance Committee. 


Trader’s License.—S. B. 


To Ways 


Supp.), relating to | 
sale of alcoholic | 
City—generally re- | 


} 
| 





No. 69 to add | 


Sec. 44A to Art. 56 of the Annotated Code, | 


to require payment of all taxes on stock in 
trade hefore trader’s licenses may be is- 
sued. To Finance Committee. 


MASSACHUSETTS 


The 1937 Regular Session of the Massa- 
chusetts Legislature convened on January 
6, 1937. The following bills, in addition to 
those previously reported have been intro- 
duced: 


Introductions 

Alcoholic Beverages.—H. B. No. 
regulates hours during which sales of alco- 
holic beverages may be made by cef¥tain 
licensees. To Legal Affairs Committee. 

H. B. No. 1265 provides for reducing the 
number of licenses that may be issued for 
the sale of all alcoholic beverages to be 
drunk on the premises in Boston. To Legal 
Affairs Committee. 


H. B. No. 1362 restricts applications for | 


liquor licenses to be exercised on certain 


premises after such a license for said | 2°S'S. @! 
| jurisdiction 


| To State Administration Committee. 
| 
H. B. No. 1364 refers to use of Vene- 


premises has been previously refused. To 
Legal Affairs Committee. 


tian blinds or similar curtains in places 


where intoxicating liquors are sold. To 
Legal Affairs Committee. 
H. B. No. 1374 establishes fees for 


sealing certain large capacity scales and 
certain liquid capacity measures. To Mer- 
cantile Affairs Committee. 

H. B. No. 1455 refers to the fixing of fees 
for liquor licenses in Taunton. To Legal 
Affairs Committee. 

H. B. No. 1457 establishes a minimum 
fee for permits to bottle or manufacture 
non-alcoholic beverages. To Legal Affairs 
Committee. 


Business Licenses.—H. B. No. 1200 re- 
quiring the licensing of bacteriological and 
clinical laboratories. To Public Health 
Committee. 


1261 
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H. B. No. 1200 provides for the licensing | 


of persons who collect garbage. To Public 
Health Committee. 


H. B. No. 1200 requiring the licensing of 
recreational camps, overnight camps and 
transient homes. To Public Health Com- 
mittee. 


H. 


B. No. 1320 exempts certain small 


stores from certain, fees for dealing in milk. | 


| 





To Agriculture and Public Health Com- | 


mittees. 


Corporations Excise Tax—H. b. No. 
1493 exempts the machinery of certain 
business corporations from local taxation. 
To Taxation Committee. 


H. B. No. 1513 relates to the distribution 
of certain corporation taxes and to certain 
general provisions relating to taxation. 
Taxation Committee. 


Income Tax.—H. B. No. 1492 refers to 
the taxing of income received hereafter 
from bonds, notes and certificates of the 


To} 


commonwealth and its political subdivi- | 


sions. To Taxation Committee. 


Motor Vehicles.—S. B. No. 324 provides 


for the protection and regulation of driver | 


for hire motor vehicles which come under 
the provisions of the Motor Carrier’s Act. 
To Transportation Committee. 


H. B. No. 1304 provides for the taxation | 
of sales of motor vehicle fuel used in diesel | 


and other engines of different type from 


the gasoline engine in common use. To| 


Taxation Committee. 


H. B. No. 1423 provides for restoration 
of revoked and suspended motor vehicle 
licenses except in certain cases. To High- 
ways and Motor Vehicles Committees. 

H. B. No. 1499 refers to regulation of the 
use of highways by motor vehicles trans- 
porting property, and to supervision and 


|control of such vehicles and such trans- 
| portation. 


To Transportation Committee 


Property Taxes.—H. B. No. 1272 seeks 
to prevent restrictions in deeds and other 
legal instruments being imperilled or im- 
paired by a tax sale of property. To Legal 
Affairs Committee. 

H. B. No. 1302 seeks to establish 
maximum limit of taxation on real estate, 
including land and buildings. To Taxation 
Committee. 
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H. B. No. 1505 provides for a further 
investigation and study by an_ unpaid 
special commission relative to the problems 
of taxation and public expenditures. 

H. B. No. 1520 relates to forms of ap- 
plication for abatement of taxes and cer- 
tain other forms and approval thereof by 
the commissioner of corporations and taxa- 
tion. To Taxation Committee. 


MICHIGAN 


The Michigan legislature is again con 
sidering the enactment, among other tax 


| changes, of an income tax at a flat rate 


(1%%) on all income. This bill as well as 
all others affecting taxes not heretofore 
reported are summarized below. 


Introductions 


Commercial Feed.—H. B. No. 106 re 
duces fee to $1.00 and 25¢ per ton for 
manufacturers, sellers, etc. handling com 
mercial feed. 


Income Tax.—H. B. No. 68 provides io: 
an income tax of 144%. To General Tax 
ation Committee. 


Mortgage Tax.—H. B. No. 79 provide; 
that mortgages are not to be a lien on 
property until mortgage tax paid. Referred 
to Judiciary Committee. 


Mortgages.—S. B. No. 59 provides that 
credits exempt under mortgage tax shall 
be exempt from all other taxes. Referred 
to Taxation Committee. 


Motor Vehicle Licenses.—H. B. No. 112 





| increases the license fee to 50¢ per pound 


the | < 


and makes license permanent for life of 
car. To Roads and Bridges Committee. 


Penalties.—S. B. No. 56 cancels penalties, 
fees, interest on 33, ’34 and ’35 taxes and 
provides for installment payment for thosc 
years. To Taxation Committee. 


Property Taxes—Executory Contracts. 

B. No. 110 provides that taxes on 
property covered by executory contracts 
of sale are to be carried by contract vendor 
To Judiciary Committee. 


Property Tax—Installment Payment.— 


|S. B. No. 65 provides for installment pay- 


'ment of ’33, 34 and '35 taxes. 


H. B. No. 1399 abolishes the board of | 
tax appeals and creates the tax review | 
board and provides for transfer of the | 


of the former to the latter 
H. B. No. 1404 further reducing rates 
of interest on unpaid local taxes. To 


Taxation Committee. 


H. B. No. 1486 abolishes the board of | 


tax appeals, giving the Land Court juris- 


the powers and duties of said court rela- 
tive thereto, and transferring to said court 
certain appeals pending before the board. 
To State Administration Committee. 


H. B. No. 1494 makes a corrective change | trade-in allowances may be deducted from 


with respect to the penalty imposed for 
violation of certain provisions of law rela- 
tive to the collection of local taxes. To 
Taxation Committee. 


H. B. No. 1495 imposes a limitation upon 
the date of taxation of real estate and 


other tangible property. To Taxation 
Committee. 


5g A 5 tion. 
diction to decide certain appeals, defining | 


; Four per 
cent interest charged but no penalty, fee, 
etc. To General Taxation Committee. 


Property Tax—Penalty.—H. B. No. 95 
provides that taxes returned to auditor- 
general to be reassessed without penalties 
except for year of assessment. To General 
Taxation Committee. 


Public Utilities—S. B. No. 93 prohibits 
utilities from selling articles not manufac- 
tured by it in performance of utility func- 
To Public Utilities Committee. 


Restaurants.—H. B. No, 137 provides for 
licensing of restaurants. To Judiciary 
Committee. 


Sales Tax.—S. B. No. 62 provides that 


total purchase price in paying sales tax 
Referred to Taxation Committee. 


Severance Tax.—H. B. No. 83 places « 
severance tax of % of gross cash market 
value on corporations mining iron or 
copper. Referred to General Taxation 
Committee. 
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MINNESOTA 


There are now over twelve hundred bills 
introduced in Minnesota and among them 
are the following tax bills, in addition to 
those previously reported. Many bills are 
moving along through the legislative chan- 
nels toward enactment but no important 
revenue measures have reached the Gov- 
ernor as yet. 


Introductions 


Income Tax.—S. B. No. 335 increases the 
income tax rates. To Taxes Committee. 


Inheritance Tax.—H. B. No. 661 and 
S. B. No. 550 change the inheritance tax 
exemptions. To Taxes Committee. 

H. B. No. 662 increases the inheritance 
tax rates. To Taxes Committee. 


Licenses.—H. B. No. 429 provides for 
license fees or tag fees on the cutting of 
evergreen or Christmas trees. To Re- 
forestation Committee. 

H. B. No. 430 provides for licenses for 
the Selling of correspondence courses. To 
General Legislation Committee. 

H. B,: No. 528 and S. B. No. 253 regu- 
late the practice of photography. To Gen- 
eral Legistation Committee. 


Motor Vehicles.—H. B. No. 389 and S. B. 
No. 273 provide for the taxation of trailers 
and motor coaches. To Motor Vehicles 
Committee. 


Property Taxes.—H. B. No. 342 and 
S. B. No. 302 amend the school tax levy 
limitation. To Taxes Committee. 


H. B. No. 419 and S. B. No. 540 provide 
that warehousemen shall list for taxation 
the goods in storage. To Taxes Com- 
mittee. 


H. B. No. 440 provides new classifica- 
tions for property taxes. To Taxes Com- 
mittee. 


H. B. No. 443 authorizes a tax to 
maintain or extend telephone lines in area 
of dissolved township. To Towns and 
Counties Committee. 


H. B. No. 460 amends the law relating 
to the taxation of agricultural lands in 
school districts. To Judiciary Committee. 


H. B.. Nos. 492 and 493 are tax levy 
limitation laws. To Taxes Committee. 

H. B. No. 549 authorizes Minneapolis 
to levy a tax for playgrounds. To Cities 
Committee. 

H..B. No. 550 amends the law relative 
to classification of property for taxes and 
grants an exemption for homesteads of 
$4,000. To Taxes Committee. 

H. B. No. 572 exempts from taxation 
unplatted land to the value of $12,000 and 
platted land to the value of $10,000. To 
Taxes Committee. 

H. B. No. 588 levies a five mill tax on 
money and credits and new taxes on bank 
shares. To Taxes Committee. 

H. B. No. 606 allows an extra levy in 
certain iron range school districts. To 
Towns and Counties Committee. 

H. B. No. 623 fixes assessed valuations 
on low grade iron ores. To Taxes Com- 
mittee. 

H. B. No. 664 provides a method for 
collecting. delinquent taxes. To Taxes 
Committee. 

S. B. No. 252 extends the time of pay- 
ment on 1937 and 1938 taxes. To Taxes 
Committee. 

S. B. No. 421 defines homesteads for 
taxation purposes. To Taxes Committee. 



















| S. B. No. 428 authorizes appointment 
|of county as receiver of tax delinquent 


property. To Taxes Committee. 


Utilities—H. B. No. 506 provides for a 
7 per cent gross earnings tax. To Taxes 
Committee. 


H. B. No. 551 and S. B. No. 551 impose 
a tax of 5 cents per 1,000 cubic feet of 
|natural gas. To Taxes Committee. 

H. B. No. 582 and S. B. No. 531 amend 
the gross earnings tax on telephone com- 
panies to increase the rates to 4 per cent 
on first $4,000, 7 per cent on next $40,000, 
and 9 per cent on remainder. To Taxes 
Committee. 








MISSOURI 


Strong sentiment is being expressed in 
Missouri for an increase in the rate of the 
Sales Tax as well as the Gasoline Tax, 
and bills have been introduced to effectuate 
this purpose. These bills as well as others 
affecting taxation and not heretofore re- 
ported are summarized below. 


Introductions 


Cosmetics.—H. B. No. 136 authorizes 
cities, etc., to license, tax and regulate 
itinerant solicitors, peddlers, etc. of cos- 
metics. To Public Health Committee. 


Delinquent Taxes.—H. B. No. 48 repeals 
law relating to collection and compromise 
of delinquent taxes. 


H. B. No. 70 relates to delinquent and 
back taxes and to delinquent tax lists. 


H. B. No. 81 repeals and reenacts Sec. 
9953a relating to collection of delinquent 
taxes and providing for foreclosure. 


Excise Taxes.—S. J. C. R. No. 4 amends 
state Constitution by adding Article 10 re- 
lating to excise taxes, etc. 


Gasoline Tax.—S. B. No. 49 provides for 
an increase in rate of tax. 


Income Tax.—S. B. No. 42 amends the 
income tax law in reference to “donations.” 


Income Tax Rates.—H. B. No. 38 relates 
to rate of tax on net income. 


Inheritance Tax.—H. B. No. 143 relates 
to rates of inheritance tax. To Ways and 
Means Committee. 


Motor Bus Maintenance Tax.—H. bk. No. 
321 provides for an additional tax to all 
other taxes, license or registration fees to 
be paid by owners of motorbuses, trucks or 
trailers operating on highway of state, as 
a maintenance tax. To Public Highways 
Committee No. 1. 


Motor Vehicle Licenses.-H. B. No. 81 
relates to registration fees and licensing 
of motor vehicles. 

H. B. No. 122 requires a license upon 
each motor vehicle transported over high- 
ways of the State. To Roads and High- 
ways Committee. 

S. B. No. 60 relates to registration and 


licensing of motor vehicles. To Ways and 
Means Committee. 


Natural Gas Tax.—H. B. No. 185 imposes | 
a tax on natural gas and makes pipe line 
companies public utilities. 


Petroleum Wax Products.—H. B. No. | 
51 relates to the taxation of all petroleum | 
wax products. 
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Property Tax.—H. B. No. 5 repeals the 
annual tax on real and personal property 
of 5¢ on each $100. Valuation imposed by 
Sec. 9866. 


Sales Tax.—S. B. No. 54 increases the 
sales tax rate to 2% of purchase price. To 
Ways and Means Committee. 


H. B. No. 54 repeals and reenacts Sec- 
tion 2, Sales Tax Law, so as to increase 
the rate to 5% of the purchase price and 
impose the tax on specified items of per- 
sonal property. 


Used Motor Vehicles.—S. B. No. 37 
regulates the business of dealing in used 
motor vehicles by non-residents. 


MONTANA 


Below are listed bills affecting taxation 
being considered by the Montana legis- 
lature and not previously reported. H. B. 
No. 199 proposes licensing of all corpora- 
tions and others severing gas from the 
soil. Other bills propose amendments to 
the electrical energy producer’s license tax, 
the gasoline tax and income tax. 


Introductions 


Alcoholic Beverages—H. B. No. 165 
provides for the administration of the State 
Beer Act to be given the State Liquor 
Board, and creates the office of state 
liquor administrator. 


H. B. No. 189 increases the retail sale 
price of liquor and provides that the liquor 
board shall contribute to the general school 
fund, limits the school tax to not more 


than’ 3¢. To Revenue and Taxation Com- 
mittee. 


Coal Mines.—H. B. No. 91 regulates and 
licenses coal mines. To Revenue and Tax- 
ation Committee. 


Electrical Raj Producer’s License 
Tax.—H. B. No. 159 amends Sections 2343.1 
and 2343.3, Chap. 210, Code of 1935, relat- 
ing to electrical energy producer’s license 
tax. To Revenue and Taxation Committee. 


Gas Severance Tax.—H. B. No. 199 pro- 
vides for licensing of all corporations and 
others severing gas from the soil and re- 
quiring the filing of quarterly reports. To 
Revenue and Taxation Committee. 


Gasoline Tax.—H. B. No. 204 relates to 
gasoline exemptions from tax. To Agri- 
culture Committee. 


Income Tax.—H. B. No. 88 changes the 
rates on the income tax. To Revenue and 
Taxation Committee. 


Motor Vehicles.—S. B. No. 109 relates 
to the disposition of registration fees and 
provides for half year fee for motor ve- 
hicles. To Roads and Highways Commit- 
tee. 


H. B. No. 158 provides for an additional 
license tax on motor carriers. 


Property Taxes.—S. B. No. 39 provides 
for the redemption of real estate from a 
tax sale before December Ist, 1937. To 
Judiciary Committee. 

S. B. Nos. 73 and 86 provide for the 
classification of taxable property for pur- 
poses of taxation. 

S. B. No. 84 and H. B. No. 134 define 
the priority of personal property faxes as 
applied to real estate and permitting pay- 
ment and redemption from the lien thereof. 








160 


S. B. No. 96 relates to the redemption 
of real estate from execution. 

H. B. No. 119 relates to tax levy by 
cities for maintenance of municipal parks. 
To Affairs of Cities Committee. 

H. B. No. 153 relates to levying of taxes 
by counties for old age pensions. To So- 
cial Security Committee. 

H. B. No. 171 revises codes relating to 
tax levy for the care of the poor. 

Road Toll Tax.—H. Bb. No. 114 relates 
to the power of the city clerks or treasurer 
in collecting road toll tax. To Towns and 
Cities Committee. 

Tax Collection.—H. |}. No. 187 relate- 
to the date of payment and method ot 
collecting taxes, interest and penalties. 

Tax on Telephone Receipts.—H. B. No 
102 provides for a two per cent tax on 
telephone receipts. To Revenue and Tax- 
ation Committee. 


Approvals 
Property Taxes.—H. }. 
to county tax 


R. No 


assessments. 


1 relates 


NEBRASKA 


lselow are listed the bills introduced at 
the current Nebraska Unicameral Legisla- 


ture and heretofore unreported. Thus far | 


the legislature seems to have dealt almost 
exclusively with the licensing of trades or 
with changes in previous rules and regula- 
tions of businesses. In a few bills the 


annual levy of municipalities was raised or 


lowered 


Introductions 


vides for a two years extension of licenses 


THE TAX MAGAZINE 


License Taxes.—Bill No. 93 regulates 
permits for the use and sale of firearms 
and defines prohibited weapons. To Pub- 
lic Health Committee. 

Bill No. 127 creates a state board of 
examiners to license painters and decora- 
tors. Examiners will be paid ten dollars 
per diem. The license fee for master 
painter will be $20; journeymen or ap- 


prentices, $2. To Public Health Com- 
mittee. 
Bill No. 154 commands cities having a 


water works system to appoint a physician, 
master plumber, and journeyman as a 
board to examine and license plumbers. 
To Labor Committee. 


Bill No. 159 regulates and_ licenses 
chiropractors. To Public Health Com- 
mittee. 


sill No. 181 changes the law by allow- 
ing grain elevators to hold grain over ten 


| days without being deemed warehouses. 


It also provides for semi-annual licenses 
at half price. To Agriculture Committee. 


Motor Vehicles.—Bill No. 64 provides 
for the payment of all the preceding year’s 


| personal property taxes in order to obtain 





motor vehicle registration; all delinquent 
fees being paid simultaneously. 


3ill No. 147 provides for state-wide in- 
spection of motor vehicles; creates a divi- 
sion of highway safety and control to 
patrol highways and issue licenses bien- 
nially; sets renewal fee at 75¢ and new 
license at $1. To Highways Committee. 


Tax Boards.—Bill No. 118 creates tax- 


| supported health districts to replace the 
Alcoholic Beverages.—Bill No. 66 pro- | 


to sell alcoholic liquor in cities and villages | 


without a vote of the people. 
Committee. 

sill No. 200 allows municipalities to 
regulate by ordinance the business of all 
alcoholic liquor licensees. 


state liquor license fees to be distributed 
to the school districts where the licensed 
premises are located. 


Annual Levy.—Bill No. 123 reduces the 
annual levy from fifteen to five mills in 
cities having a population of from five to 
twenty-five thousand. To Revenue Com- 
mittee. 


tax lists include a column for special as- 
sessments paid on the installment plan. 
To Revenue Committee. 


Delinquent Fees.—Bill No. 125 compels 


the state auditor to keep a suspension fee | 
ledger listing delinquent and unpaid fees | 


due the State. He must report in 1938 and 
every five years thereafter. To Commerce 
Committee. 


Gasoline Tax.—Bill No. 97 regulates the | 


transportation of motor vehicle fuels as 
a safety measure. Fees will be charged 
to finance operation. To Commerce Com- 
mittee. 


3ill No. 98 allows the counties to use| 


for the emergency bridge fund thirty-five | twenty-five thousand to levy an additional 


per cent of the gasoline highway fund re- 
ceived from the State. 
mittee. 

Bill No. 164 exempts from the gas tax 
motors used for any other purpose than 
propellittg vehicles and aircraft. To Rev- 
enue Committee. 


To Judiciary | 





To Highways Com- | 


| tax lien foreclosure. 





; rooms. 


present county boards. Members will be 
appointed by the governor. To Public 
Health Committee. 


Tax Foreclosures.—Bill No. 130 regulates 
the procedure in real estate tax foreclosure 
proceedings by counties and provides ad- 
ditional powers for lease or sale of land. 


, . s | To Revenue Committee. 
Bill No. 208 requires the proceeds from | 


Tax Liens.—Bill No. 71 provides for the 
sale of real estate acquired by tax sale or 
To Government Com- 
mittee. 


Tax Purposes.—Bill No. 109 increases 


ithe levies from one to two mills for park 
| purposes in cities of second class and villages. 
| To Taxation Committee. 

Assessments.—Bill No. 88 requires that | 


Bill No. 119 deprives the city council of 
the power to change salaries or wages 
certified on the tax list as a special item. 
This bill covers the pay of firemen and 
Bill No. 120 covers the pay of policemen. 
To Revenue Committee. 


Bill No. 121 is a companion bill to Nos. 
119 and 120 and removes the Omaha tax 
limit of thirty-six mills, requiring certifica- 
tion of any additional mills needed for in- 
crease. To Revenue Committee. 


Bill No. 143 allows municipalities to 


| make a levy of % mill for the relief of 


indigent and unemployed residents during 
the next two years. To 
mittee. 

Bill No. 172 allows municipalities under 


mill for public comfort stations and rest 
To Revenue Committee. 


Unemployment Compensation.—Bill No. 
150 appropriates a revolving fund of fifty 
thousand dollars in connection with con- 





Revenue Com- | 
|to sell beverages. 
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unemployment compensation. To labo: 


Committee. 


Utilities —Bills Nos. 177, 178, and 179 pro- 
vide for a railway commission to regulate 
gas, telephone, and electric utilities at a 
tax of 2/10 of 1%, and motor carriers at 
a fee of five dollars annually. To Com- 
merce Committee. 


NEVADA 


H. Bb. No. 5, which would allow the de- 
duction of royalties from the tax on the 
net proceeds of mines, has passed both 
Houses. With this exception there is no 


| other legislative activity of importance to 





report. 
Introductions 


Property Taxes.—S. B. No. 7 exempts 
property of persons 60 years old. To 
Labor and Judiciary Committees. 


S. B. No. 16 amends Secs. 2, 5 and 6 of 
the Act regulating the assessment and 
taxation of banks. To Taxation. Com- 
mittee. 


A. B. No. 8 amends Sec. 5 of an Act “To 
provide revenue for support of government 
of Nevada.’’ To Federal Relations Com- 
mittee. 


A. B. No. 65 provides for the purchase 
from state and county of lands sold for 
taxes. To Taxation Committee. 

A. B. No. 79 amends the motor vehicle 
registration law. To Roads and Highways 
Committee. 


NEW HAMPSHIRE — 


Below are listed the bills affecting taxa- 
tion which are now being considered by 
the New Hampshire legislature and not 
previously reported. The most outstand- 
ing revenue measures are H. B. No. 302 
imposing a tax on electrical power and 
H. B. No. 132 providing for a personal net 
income tax, both having had a hearing be- 
fore committees. Also bills have been 
introduced increasing the tax on the sale 
and manufacture of alcoholic beverages. 


Alcoholic Beverages.—S. B. No. 30 ex- 
empts payment of fees imposed on sale 
of beverages if manufactured in State. To 
Liquor Laws Committee. 


H. B. No. 83 regulates the beverages 
permit fees. Referred to Liquor Laws 
Committee. 


H. B. No. 108 imposes an additional tax 
on liquor. Referred to Ways and Means 
Committee. 

H. B. No. 109 provides special on-sale 
permits for sale of alcoholic beverages dur- 
ing summer months. Referred to Liquor 
Laws Committee. 

H. B. No. 136 imposes additional taxes 
on manufacturers of malt beverages to as- 
sure payment of state obligations assumed 
under the statute of 1935. To Ways and 


| Means Committee. 


H. B. No. 243 increases tax on beer 
licenses. To Ways and Means Committee. 

H. B. No. 290 increases fees for permits 
To Ways and Means 
Committee. 

H. B. No. 321 provides for the payment 


| by wholesale permittees of fees for sale of 


| alcoholic beverages. 


To Ways and Means 


| Committee. 


| praisal of taxable property. 
tributions by employers and employees for 


Appraisal.—H. B. No. 125 relates to ap- 


To Revisior 
of Statutes Committee. 
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Assessment.—H. B. No. 75 establishes a 
new apportionment for the assessment of 
public taxes. Referred to Ways and Means 
Committee. 

Electric Power Tax.—H. B. No. 302 im- 
poses a tax on electrical energy. To Ways 
and Means Committee. 


Income Tax.—H. B. No. 132 provides for 
the taxation of personal income. To Ways 
and Means Committee. 


Motor Vehicles.—H. B. No. 273 reduces 
fees for motor vehicle permits. To Ways 
and Means Committee. 


NEW JERSEY 


The 1937 Regular Session of the New 
Jersey Legislature convened on January 
12, 1937. The following bills, in addition 
to those previously reported, have been 
introduced: 


Introductions 

Business Licenses.—A. B. No. 74 pro- 
vides for the licensing of automobile me- 
chanics. To Labor and Industries Committee. 

Income Tax.—A. B. No. 94 imposes a 
tax on personal incomes. To Miscella- 
neous Business Committee. 

Motor Vehicles.—S. B. No. 52 simplifies 
system of distribution for renewing auto- 
mobile registration. To Miscellaneous 
Business Committee. 

\. B. No. 85 relates to the sale and 
transfer of motor vehicles. To Judiciary 
Committee. 


Property Taxes.—S. B. No. 58 validates 
tax certificates holding certain technical 
defects. To Taxation Committee. 

A. B. No. 65 repeals Ch. 46, P. L. 1936, 
affecting the collection of taxes from fra- 
ternal organizations. To Taxation Com- 
mittee. 

A. B. No. 95 repeals the state school tax 
after there are revenues of apportionment 
under Ch. 224, P. L. 1935. 


NEW MEXICO 


Among other tax measures recently in- 
troduced in the New Mexico Legislature is 
S. B. No. 49 which suggests an excise tax 
on the state’s natural resources including 
oil and potash. The following are in addi- 
tion to bills previously reported. 


Introductions 


Air Carriers.—H. B. No. 38 requires air 
common carriers to pay a license fee of 
$25 a year. To Public Affairs Committee. 


Franchise Tax.—H. B. No. 109 makes 
technical amendments to the franchise tax. 
lo Judiciary Committee. 


_ Fraternal Benefit Societies.—S. B. No. 85 
imposes a tax on gross premium receipts 
of fraternal benefit societies. To Insurance 
Committee. 


Gasoline Tax.—H. B. No. 76 revises and 
codifies the state gasoline tax. To Judi- 
ciary Committee. 


Irrigation.—S. B. No. 66 increases from 
20¢ to 30¢ an acre, the aggregate which may 
be charged for expenses relating to irriga- 
tion. To Irrigation Committee. 


Mine Inspection—H. B. No. 52 creates 
a state mine inspection fund providing for 
the licensing of mines to pay for inspection. 
lo Mines Committee. 


PENDING STATE TAX LEGISLATION 


Motor Vehicles and Carriers.—S. B. No. 
54 provides that motor vehicle registrations 
expire March 3lst of each year. 
Affairs Committee. 

S. B. No. 68 provides for registration of 
all used cars brought into the state from 


_ outside for sale, and requiring a dealer’s | 


bond on sold machines. To Labor Com- 
mittee. 

H. B. No. 48 requires a license fee and 
accident insurance on the business of 


letting for hire motor vehicles. To Rail- 


| roads Committee. | 
H. B. No. 61 amends Chapter 120 of the | 


Laws of 1933 relating to the licensing of 
motor carriers by fixing penalties for 
regulation thereof. To Judiciary Com- 
mittee. 

Natural Resources.—S. B. No. 49 levies 
an excise tax on the state’s natural re- 
sources including oil and potash. 

Oleomargarine Tax.—H. B. No. 93 de- 
fines oleomargarine and levies an excise 
tax on oleo containing fats and oils and 
other ingredients except in certain cases. 
To Agriculture and Appropriations Com- 
mittees. 


Pipe Lines.—H. B. No. 47 requires a $25 
license fee for oil and gas pipe lines. 


Property Taxes.—H. B. No. 91 provides 
for a tax on patented lands. 
Committee. 


Sales Tax—S. B. No. 78 amends the 
sales tax to extend exemptions to gasoline 
sold on a commission basis. To Finance 
Committee. 


NEW YORK 


The Commission on Revision of Tax 
Laws submitted its report to the Legisla- 
ture on January 27. In it they recommended 
the extension of all the emergency taxes 
as well as the revival of the additional 1¢ 
per gallon tax on gasoline which was per- 
mitted to expire last year. Bills have been 
introduced in both houses to carry out 
these suggestions. These and other bills 
affecting taxation not heretofore reported 
are summarized below. 


Introductions 


Alcoholic Beverages—A. B. No. 478 
amends Alcoholic Beverage Control Law 
relative to fees, etc. To Excise Tax Com- 
mittee. 

A. B. No. 940 imposes additional license 
fees on the sale of liquor not to be con- 
sumed on premises at the rate of 2% of 
gross sales over $50,000 per year. To Ex- 
cise Tax Committee. 


Bankruptcy Sales—A. B. No. 756 pro- 
vides for regulation, license and supervision 


of sales caused by insolvency, liquidation, | 
To General Laws | 


removal or otherwise. 
Committee. 


Builders—A. B. No. 236 authorizes li- 
censing of builders in N. Y. C. Referred 
to N. Y. C. Committee. 


To State | 


To Judiciary | 


lol 


_Exemptions.—A. B. No. 698 authorizes 
cities to grant tax exemptions for tene- 


ment houses, etc., and improvements 
‘thereon for 10 years. To Taxation Com- 
mittee. 


Farm Trucks.—S. B. No. 356 and A. B. 
No. 501 make a new schedule of regis- 
tration fees for farm trucks ranging from 
| 40¢ to 80¢ per 100 pounds, depending upon 
| weight. To Motor Transportation Com- 
| mittee. 





Film Tax.—A. LB. No. 941 imposes a tax 
| of 1 mill per foot upon every original mo- 
tion picture film or copy thereof. To Tax- 
ation, Committee. 


Franchise Tax.—S. 3. No. 440 and A. B. 
No. 638 continue for another year the 
increased tax rates on business corpora- 
tions. To Taxation Committee. 


Franchise Tax Information.—A. B. No. 
800 permits the tax commission to furnish 
| municipalities franchise tax information 
| for use in condemnation or certiorari pro- 
i ceedings. To Taxation Committee. 


| Gasoline Tax.—S. B. Nos. 437, 579 and 
| 586 and A. B. Nos. 637, 866 and 873 continue 
| for one year the emergency tax of one 
|cent per gallon on gasoline. To Taxation 
| Committee and Internal Affairs Committees. 


S. B. No. 442 and A. B. No. 639 impose 
an additional 1¢ per gallon tax on gasoline 
for the period from April 1, 1937 to June 
30, 1938. To Taxation Committee. 


Liquor License Fee.—S. B. No. 371 im- 
poses additional fees to sell liquor at retail 
for off premises consumption from 2% to 
6% of gross sales over $100,050. To Ex- 
cise Tax Committee. 


Local Taxes.—S. B. No. 388 and A. B. 
No. 528 permit extension of time for col- 
lection of local taxes to June 1 instead of 
April 1. To Taxation Committee. 


Milk Publicity Tax.—A. B. No. 589 con- 
tinues to April 1, 1938 the milk publicity 
tax and campaign. To Ways and Means 
Committee. 


Motor Vehicle Registration.—S. B. Nos. 
262 and 336, A. B. Nos. 321 and 494 pro- 
vide for a flat registration fee of $5 for 
each vehicle. To Motor Vehicles Commit- 
Lee. 

A. B. No. 505 provides that vehicles reg- 
istered after April 1 and before July 1 shall 
pay % yearly fee. To Motor Vehicles 
Committee. 


A. B. No. 511 provides that vehicles 
shall be registered on a monthly basis, 
fees to be ratably computed. To Motor 
Vehicles Committee. 


Municipal Corporations.—S. B. No. 267 
exempts real property of municipal corpo- 
ration not in corporate limits used as park, 
|aviation field or highway. To Taxation 

Committee. 


Delivery Cars.—A. B. No. 463 provides | 


for registration fees 
ranging from $6 instead of $12 for light 


cars and 40¢ to 80¢ per 100 pounds depend- | 
To Motor Vehicles Com.- | 


ing on weight. 
mittee. 


Estate Tax.—S. B. No. 439 and A. PB 
No. 635 continue for another year pres- 
ent tax rates on estates. To Taxation 
Committee. 


for delivery cars | 


Outdoor Advertising.—S. B. No. 3 au- 
| thorizes state traffic commission to license 
| outdoor advertising. To Finance Commit- 
tee. 

S. B. No. 464 provides for control of out- 
door advertising. To Finance Committee. 


Parking Meters.—A. B. No. 591 empow- 
| ers city or village to install parking meters 
and fix fee. To Motor Vehicles Committee. 
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Personal Income Tax.—s. }. No. 441 | 
and A. B. No. 636 continue emergency | 
tax on personal income for one year. To | 
Taxation Committee. 


Private Detective Business.—S. Lb. 
122 and A. B. No. 905 include in “ 
detective business” for licensing 
investigators, watch guards, etc. 
diciary Committee. 


No. 
private | 
purposes, 

To Ju- 


Relevying Taxes.—S. B. No. 415 provides | 
for relevying certain taxes previously im- | 
posed and uncollected. To Villages Com- 
mittee. 


Stock Transfer Tax.—S. B. No. 438 and 
A. B. No. 640 extend additional emergency 
tax on stock transfers to June 30, 1938. To 
Taxation Committee. 


Tax Revision.—S. B. No. 357 and A. B. 
No. 508 extend the temporary commission 
for tax law revision to April 15, 1938. To 
Taxation Committee. 

Tax Sales.—S. B. No. 474 and A. B. No 
711 validate certain tax sales during 1936 
To Villages Committee. 

Tobacco Tax.—S. B. No. 274 imposes a 


stamp tax on tobacco and tobacco prod- 
ucts. To Taxation Committee. 





Unincorporated Business Tax.—-S. B. No. 
136 and A. B. No. 641 continue the tem- 
porary emergency tax on unincorporated 


business for another year. To Taxation 
Committee. 

Vending Machines.—A. B. No. 366 im- 
poses a tax on coin or token operated 


vending machines ranging from $5 to $100, 


| delinquent property taxes. 


according to value of coin inserted. To 
‘Taxation Committee. 
NORTH CAROLINA 
The North Carolina Legislature has 


been giving its attention to local problems. 
The majority of the tax measures enacted 
to date deal with local tax relief and the | 
validation of tax sales. 


| for 


THE TAX MAGAZINE 


NORTH DAKOTA 


Several bills tending to alleviate the bur- | 
den on delinquent taxpayers have been in- 
troduced into the North Dakota Legislature. 
Other recent introductions relate to the 
personal income tax, the taxation of in- 
tangibles and a gross tax on retail sales. 

A bill proposing to return and distribute 
to counties the money previously trans- 
ferred to the bond interest fund from 
the motor vehicle fund and from the beer | 
tax fund has been introduced into the Senate. 
This measure is said to have important 
financial consequences and if passed would 
tend to reduce the value of State bonds by 





thirty to fifty dollars. 


Introductions 


Alcoholic Beverages.—S. B. No. 142 pre- 


to | 
To 


gives regulations 


Temperance Committee. 
S. B. No. 151 authorizes licenses for din- 


Aviation.—S. B. No. 
one cent per g 


163 levies a tax of 
allon on aviation gas. 


To Tem- } 


| annuities. 


| scribes a license fee of $200 to $1,000 for | 
| liquor licenses and 
| cities, counties or township boards. 





thirds of the revenue to go to the cities | 


air ports; 


sociation. To Taxation Committee. 


one-third to Air Men’s As- | 


Cigarette and Snuff Tax.—S. B. No. 123 | 


rewrites the cigarette and snuff tax and | 
control laws. 


Delinquent Taxes.—S. B. No. 95 author- 
izes county boards to adjust and settle 
To Tax and 
Tax Laws Committee. 

S. B. No. 97 authorizes the county treas- 
urer to be designated as receiver for income | 


| producing property where taxes are delin- | 
| quent for one year and thus liquidate taxes. 


To Tax and Tax Laws Committee. 
S. B. No 


| linquent property taxes of 1935 and prior 


Introductions 


| vears 


without penalty or interest. To 


| Taxation Committee. 


Gasoline Taxes.—H. B. No. 177 provides | 
for the inspection of gasoline, kerosene and | 
other petroleum products. 

H. B. No. 233 amends Ch. 145, L. 


relating to the refund of gasoline tax. 


License Taxes.—S. B. No. 93 regulates 
the business of selling used motor vehicles 
brought into the State from other States. 
To Judiciary Committee. 

H. B. No. 138 requires all insurance com- | 
panies maintaining principal or other of- 
fices in the state to obtain a license. 

H. B. No. 161 creates a State Board of 
Examiners of title contractors and licenses 
persons engaging in such business. 

H. B. No. 179 provides for the issuance 
of permits for the erection 
service stations. 

H. B. No. 193 licenses the business of | 
making small loans. 


1931 | 


Approvals 


License Taxes.—H. B. No. 145 regulates | 
the business of cleaning and dyeing and | 
provides for the issuance of licenses. 


Property Taxes.—H. B. No. 49 amends | 
Sec. 690 of the Cons. Statutes validating | 
sales of real property sold sollte court | 


order. 





of gasoline |” 


S. B. No. 
personal property taxes and duties of com- 
missioners, auditor and sheriff in connec- 


| tion therewith. 


S. B. No. 203 gives the county 
missioners the right to compromise taxes 
of 1936 and prior vears. To Taxation Com- 


mittee. 


H. B. No. 208 provides for payment of | 


162 permits payment of de- | 


198 relates to delinquency in | 


| rates of taxation. 


|to one dollar the license tax on 
|ing cars to sell liquor and provides an | 
|}annual license of $75 per car. 
| perance Committee. 


March, 1937 


Income Tax.—S. B. No. 70 provides for 
the taxation of incomes of individuals, 
fiduciaries and corporations and prescribes 
To Tax and Tax Laws 
Committee. 

H. B. No. 121 makes income tax reports 
of utilities available for evidence in valu- 
ation and rate making. To State Affairs 
Committee. 


Insurance Companies.—H. B. No. 173 
amends Sec. 7, Chap. 152, Laws of 1935, 
relating to licensing of resident agents for 
surety and insurance companies other than 
life insurance companies. To Insurance 


| Committee. 


Intangible Tax.—H. B. No. 231 assesses 
and taxes monies and credits, including 
To Taxation Committee. 

Intrastate Travel Tax.—S. B. No. 
levies a tax of ten per cent 
fare on intrastate travel. 


License Taxes.—H. B. No 


191 
of value of 


. 218 reduces 
tobacco, soft 
To State Affairs Committee. 


Lignite Coal.—H. B. No. 216 imposes a 


drinks, etc. 


| graduated tax up to thirty-five cents on 
i lignite coal. 


Two- 


Motor Vehicle Fuel Tax.—S. B. No. 127 
provides for the refund to municipalities 
of the gasoline tax. To Tax and Tax Laws 


| Committee. 
H. B. No. 92 amends and reenacts Sec. 
6, Ch. 166, Laws of 1929, relating to the 


| tax on the sale of motor vehicle fuels. 


Property Taxes.—S. B. No. 82 exempts 
farms and ranch lands from taxes exceed- 
ing 20% of previous five year average 


| cash rental value. 





S. B. No. 133 requires publication of 
| personal property tax list. To Tax and 
“ax Laws Committee. 


H. R. “K” seeks a constitutional amend- 
ment to allow the legislature to exempt 
personal property from taxation and to 
exempt farm home valuation to $5,000 and 
city home to $1,500. 

H. B. Nos. 69 and 70 amend Sec. 2122A 
of 1935 Supplement to 1913 Compiled 
North Dakota Laws relating to property 
assessment. To Tax and Tax Laws Com- 


| mittee. 
com- | 


Sales Tax.—S. B. No. 80 provides for 
equalized taxation and replaces in part the 


| tax on property by imposing a gross tax 


delinquent taxes for 1934 and prior years | 


at reduced rates. 


Equalization of Values.—S. B. 
relates to the manner of equalization of 
values by boards. 
B. No. 

from 


Exemption.—H. 
farming machinery 
Taxation Committee. 


Federal Gasoline Tax—H. C. R. “T’ 


taxation. To 


To Taxation Committee. | 
No. 89| 


To Taxation Committee. | 
197 exempts | 


urges repeal of the Federal Gasoline Tax. | 


Foreign Corporations.—H. B. No. 217] 


| provides for a license and regulates for- 
|eign corporations 


in North Dakota. To 


| State Affairs Committee. 


Hail Insurance.—H. B. No. 116 rewrites | ! 
the hail insurance law and provides for a| To Taxation Committee. 


compulsory insurance fund with a flat tax 
of one per cent per acre. To Insurance 


| Committee. 


on retail sales. To Tax and Tax Laws 


| Committee. 


State Bonds.—S. B. No. 197 returns and 
distributes to counties money previously 
transferred to the Bond Interest Fund from 
the motor vehicle fund and from the beer 
tax fund. 


Tax Levy.—S. B. No. 155 rewrites the 
law governing a tax levy for school district 
purposes. To Education Committee. 


S. B. No. 156 requires the county audi- 
tor to levy an additional four mills each 
year for apportionment to schools in the 
same ratio as to the state tuition fund. 
To Education Committee. 


H. B. No. 156 levies a half mill tax for 
interest and sinking fund on state bonds. 


H. B. No. 195 levies a tax of one-tenth 
mill for blind aid, etc. To State Affairs 
Committee. 
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OHIO 


With the exception of the proposed abo- 
lition of the sales and use taxes, the trend 
in Ohio, judging from bills recently intro- 
duced into the Legislature, seems to be 
toward more taxes and higher taxes. The 
proposed tax measures include a State in- 
come tax, a graduated chain store tax and 
an additional tax on intangibles. Miscel- 
laneous excise taxes for relief purposes 
have also been proposed. 


Introductions 


Admissions Tax.—H. B. No. 241 levies 
7% additional tax on admissions in excess 
of twenty-five cents. 


Beer Tax.—H. B. No. 88 levies an ex- 
cise tax on the sale of beer in bottles and 
cans. To Taxation Committee. 


Chain Store Tax.—H. B. No. 102 pro-| 


vides a graduated tax on chain stores, be- 
ginning at $5 and increasing, in proportion 
to number of stores, up to $250. 


Delinquent Taxes.—S. B. No. 76 permits 
the tax commission to enforce the collec- 
tion of delinquent taxes when local au- 
thorities do not. 

S. B. No. 87 amends the Whittemore Law 
by remitting penalties on delinquent taxes 
due in 1935, if current taxes are paid. 


S. B. No. 91 provides for the creation | 


of a 
board. 

H. B. No. 134 authorizes abatement of 
part of delinquent tax penalty when tax is 
paid within a specified period after De- 
cember or June settlement date. 

H. B. No. 184 provides for automatic 
refund of penalty and interest on delin- 
quent taxes by crediting property assessed 
on tax books without application by owner. 

H. B. No. 227 gives the State Tax Com- 
mission and Attorney General added au- 


county delinquent tax adjustment 


thority in collection of delinquent taxes. | 


To Taxation Committee. 

H. B. No. 245 requires delinquent taxes 
on property acquired by foreclosure to be 
paid in a lump sum. 

H. B. No. 274 cancels all delinquent 

taxes prior to January 1, 1936. 
_H. B. No. 313 provides for the cancel- 
ling of one-half of all the delinquent real 
estate taxes and assessments, personal and 
classified property taxes prior to 1936. 


Excise Tax Levy.—H. B. No. 265 em- 
powers county commissioners to raise re- 
lief funds by levying the following taxes: 
3% on business and professional services, 
occupation tax at rate of $25 a year on 
each place of business plus $5 for each 
employee, tax on beer and liquor permit 
holders at one-half state rate, automobile 
license tag fee at one-half state rate. 

H. B. No. 270 provides that county com- 
missioners may levy excise taxes on occu- 
Pations, auto tags, services and liquor 
dealers for flood and poor relief. 


_ Exemption.—H. J. R. No. 12 provides 
‘or an amendment to the constitution au- 
thorizing exemption of various types of 
Property. 

H. J. R. No. 31 proposes a constitutional 


amendment to exempt homes from taxa- 
tion for three years. 


_H. B. No. 228 provides for annual con- 
sideration by county auditor of all prop- 


erty exempt from taxation. To Taxation 
Committee. 


PENDING STATE TAX LEGISLATION 


Gasoline Tax.—H. B. No. 240 levies a 
1% additional gasoline tax until December 
31, 1938. 


Income Tax.—H. B. No. 130 levies a 
state income tax at the same rates and 
with the same exemptions as the Federal 
income tax. Repeals the present intan- 
gible tax. 

H. B. No. 193 provides for a state in- 
come tax. 

H. B. No. 220 levies an individual income 
tax. 

Intangible Property Tax.—H. B. No. 213 
levies an additional tax on intangible prop- 


‘erty at the following rates: 3% of income 


yield on investments, 4 mills on unproduc- 
tive investments, 3 mills on deposits and 
5 mills per dollar on credits and all other 
taxable intangibles. 


H. B. No. 291 requires a certificate show- 
ing payment of intangible property tax 
when ownership is transferred. 


H. B. No. 312 requires a certificate that | 


all intangible taxes are paid when owner- 
ship of stocks, bonds and similar intangi- 
bles is transferred. 


Liquid Fuel Tax.—H. B. No. 277 re- 


|stores one cent gas tax now covered by 


liquid fuel tax to road purposes upon ex- 
piration of liquid fuel tax. 

H. B. No. 328 levies an additional one- 
half cent tax on liquid fuel for remainder 
of 1937 for poor relief. 


Mining Tax.—H. B. No. 379 levies an 
excise tax on mining of coal and other 
natural resources. 


Motor Vehicle Registration.—H. B. No. 
280 provides that auto manufacturers or 
auto part manufacturers may use a dealer’s 
license tag for test purposes. 


H. B. No. 283 decreases truck licenses 
in certain classifications. 


Newspaper Advertising Tax.—H. B. No. 
330 levies an excise tax of 3% on news- 
paper advertising to meet needs for poor 
relief. 


Personal Property Tax.—H. B. No. 99 
places all personal property on the tax 
duplicate at 100% of actual value. 

H. B. No. 179 abolishes the tax on cer- 
tain tangible personal property used in 
manufacturing. 

H. B. No. 182 permits ten payments on 
personal property taxes instead of two so 
as to place such property on same basis 
as real property. 


Radio Broadcasting—H. B. No. 279 
places a tax on radio broadcasting to pro- 
vide a for old age pensions and flood 
relief. 


Real Property.—S. B. No. 67 fixes the 


procedure to be followed in assessing real | 


estate in new realty subdivisions. 


Registered Land.—S. B. No. 65 subjects 
registered land to taxes and assessments 


Sales Tax.—S. B. No. 94 exempts arti- 
ficial limbs and related appliances from 
the sales tax. 

H. B. No. 94 amends the sales tax law 
to exempt food on or off premises and 





put tax on food sold to cafeterias, dormi- 
tories and clubs. To Taxation Committee. 

H. B. No. 128 exempts sales of artificial 
limbs, braces, crutches, etc., from the sales 
tax. 
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H. B. No. 137 exempts trade in value of 
old autos from the sales tax. Tax to be 
levied only on the cash difference paid. 


Sales Tax and Use Tax.—H. B. No. 287 
abolishes the retail sales tax and the use 
tax. 

H. B. No. 376 repeals the sales tax and 
the use tax. 


Tax Liens.—S. B. No. 66 prohibits quiet- 
ing titles against tax liens for taxes and 
assessments in foreclosures, until same 
are paid directly or from sale of property. 


Tax Payments.—S. B. No. 70 provides 
discounts for prompt payment of taxes and 
assessments. 

Utilities—S. B. No. 45 exempts inter- 
urban companies from taxes except taxes 
on real estate and special assessments. To 
Taxation Committee. 

S. B. No. 141 requires electric compa- 
nies to pay taxes on rights of way. 

S. B. No. 142 provides that on tax sale 
of electricity transmitting company’s land, 
its right of way shall not escheat. 


OKLAHOMA 


The 1937 Regular Session of the Okla- 
home Legislature convened on January 5, 
1937. The following bills, in addition to 
those previously reported have been in- 
troduced: 


Introductions 


Alcoholic Beverages.—H. B. No. 207 de- 
fines intoxicating beverages and providing 
for a tax. To Revenue and Taxation Com- 
mittee. 


Business Licenses.—H. B. No. 215 re- 
lates to distribution and sale of fish at 
wholesale and retail and providing license 
fees. To Fish and Game Committee. 

H. B. No. 282 levies a tax on the pelts 
of fur bearing animals. To Fish and Game 
Committee. 


Gasoline.—S. B. No. 158 regulates sale 
of motor fuel containing poisonous ingre- 
dients. To Judiciary No. 1 Committee. 


Income Tax.—H. B. No. 244 relates to 
the venue of income tax actions brought 
in the state courts. To Judiciary No. 1 
Committee. 


Mineral Tax.—H. B. No. 242 provides 
an increased gross production tax on min- 
erals to 5%. To Revenue and Taxation 
Committee. 


Motor Vehicles.—H. B. No. 223 provides 
the methods of computing weights and 
fees of trucks, truck tractors and buses. 
To Motor Transportation Committee. 

H. B. No. 253 relates to motor license 
applications and license agents. 

H. B. No. 259 noone that 
licenses be issued by county judges. 
Ways and Means Committee. 

H. B. No. 264 fixes license fees for motor 
|vehicles and allocates the revenues. To 
Revenue and Taxation Committee. 

H. B. No. 280 remits auto license fees 
|and penalties accrued for 1936 and prior 
vears. To Fees and Salaries Committee. 

H. B. No. 283 levies a motor vehicle 
mileage tax and provides for collection 
methods and revenue distribution. To 
Revenue and Taxation Committee. 


Oil Tax.—H. B. No. 242 provides for an 
increased gross production tax on oil to 
10%. To Revenue and Taxation Commit- 
tee. 


drivers’ 


To 
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Property Taxes.—S. B. No. 116 provides 
for redemption of realty sold to the county 
because of delinquent ad valorem taxes, 
where county holds title, and waiving in- 
terest and penalties. 

S. B. No. 129 relates to payment and 
assessment of real property taxes outside 
of incorporated cities and towns. 
ucation Committee. 

S. B. No. 146 cancels redemption fees 
on tax sales redeemed between December 
1, 1935 and January 7, 1937. To Revenue 
and Taxation Committee. 

H. B. No. 254 relates to the assessment 


and payment of ad valorem taxes and in- | 


terest. To Revenue and Taxation Com- 


mittee. 


H. B. No. 255 revises the delinquent ad | 


valorem laws and waives certain penalties. 
To Judiciary No. 1 Committee. 

H. B. No. 278 exempts certain property 
from ad valorem taxation. To Revenue 
and Taxation Committee. 

H. B. No. 295 forbids payment of land 
tax for subsequent year 


prior years. To Revenue and Taxation 
Committee. 
H. B. No. 302 relates to the taxation 


of notes, bonds, evidences of debt and pro- 
viding a choice in the method of payment. 
To Taxation Committee. 


Sales Tax.—H. B. No. 206 levies a con- 
sumers tax on the gross proceeds or re- 
ceipts from sales. To Revenue and Taxation 
Committee, Banks Committee and Oil and 
Gas Committee. 


Tobacco.—H. B. No. 236 levies a stamp 
tax on cigarettes and makes permanent 
the old cigarette tax law. To Revenue 
and Taxation Committee. 


Utilities ——H. B. No. 260 requires telephone 
companies to pay a license tax of $1 on 
each instrument except where the monthly 
toll is $2 or less. To Revenue and Taxa- 
tion Committee. 

H. B. No. 275 classifies airport’s build- 


ings, shops and equipment and levies a| 


2% gross receipts tax. 
Taxation Committee. 


To Revenue and 


OREGON 


No tax measures have been passed and 
approved to date. Recently introduced 
bills include an amusement ticket license 
tax, and several measures relating to in- 
come taxes, motor vehicles, and property 
taxes. 


Introductions 


Alcoholic Beverage Taxes.—H. B. No. 
346 revises the tax on manufacturers and 
importers of liquor. Decreases the tax on 
certain wines. Referred to the Committee 
on Alcoholic Beverages. 


Amusements Tax.—H. B. 
an excise tax of 1¢ on each 20¢ or frac- 


tion thereof amusement ticket; proceeds to | 


be used for pension and school funds. 
ferred to the Committee on 
Revenue. 


Re- 
Taxation and 


Business Licenses.—S. B. No. 142 pro- 
vides for license fees and bonds for col- 
lection agencies. Referred to the Committee 
on Revision of Laws. 


Forest Properties—H. B. No. 224 pro- 
vides for the assessment of forest prop- 
erties by the state tax commission. Referred 
to the Committee on Assessments. 





To Ed- | 


before that of | 


No. 231 levies | 


THE TAX MAGAZINE 


Gifts——H. B. No. 273 increases the ex- 
|emptions from tax on gifts. Referred to 
ithe Committee on Taxation and Revenue. 

Income Tax.—H. B. No. 96 provides a 

| ross income tax of one per cent on in- 
comes of $1500, excepting insurance com- 
| panies for old age pensions. 
H. B. No. 153 provides for a surtax of 
|two per cent on individual incomes for 
elementary school purposes. Referred to 
the Committee on Assessments. 

H. B. No. 194 provides for the manner 
of computing depletion allowance for per- 
sonal net incomes. Referred to the Com- | 
mittee on Revision of Laws. 

H. B. No. 232 doubles the present in- 
come tax rates with a 10% maximum for 
incomes above $4,000; does not change the 
|exemptions. Referred to Taxation and} 
| Revenue Committee. 

H. B. No. 248 reduces the intangible in- | 
come tax to the same rate as other incomes. 


Insurance.—S. B. No. 170 provides that 
annuities are not classified as insurance for | 
Referred to the | 








ithe purpose of taxation. 
| Committee on Insurance. 

S. B. No. 171 allows the court to impose | 
a fine in place of revoking an insurance 
agent’s license when appealed. Referred 
to the Committee on Insurance. 


Motor Vehicles.—S. B. No. 89 relates to 
the registration of motor vehicles. 

S. B. No. 127 provides for the licensing 
of dealers in motor vehicles. Referred to 
the Committee on Roads and Highways. 

S. B. No. 168 regulates the business of 
selling used motor vehicles by nonresidents. 
Referred to the Committee on Roads and 
| Highways. 


Occupational Taxes.—H. B. No. 163 per- | 
mits municipalities to collect occupational 
and excise taxes (includes liquor licenses). 
Referred to the Committee on Taxation. 


Oil Tax.—H. B. No. 107 provides for 
|}an amendment to simplify the tax on mo- 
| tor vehicle fuel oil and refunds thereunder. 








| H. B. No. 198 provides for a tax on| 
| fuel and diesel oil of ™%4¢ per gallon for the 
benefit of the school fund. Referred to 
the Committee on Taxation. 





| Property Taxes.——H. B. No. 58 exempts | 
| homesteads up to $3,000 from taxation and | 
| tax foreclosure by the State, and from sale | 
on execution. Exemption also extends to | 
proceeds derived from such sale to the 
amount of $3,000. Referred to the Taxa- 
ition and Revenue Committee. | 
| H. B. No. 142 provides for waiver of | 
|interest and penalty for delinquent taxes 
of 1935 and prior years. 

H. B. No. 213 levies an administration 
fee tax of 21%4% on the gross value of 
estates. Referred to the Committee on 
| Taxation. 
| S. B. No. 138 waives collection of de- 
linquent and current taxes when cities val- 
|uation is reduced by fire. Referred to the | 
Cornmittee on Revision of Laws. 


Racing Tax.—S. B. No. 105 raises the | 
tax on pari-mutuel wagering from 214% 
to 5% of the gross receipts. Allows licensee 
to take 15%, instead of 12%.% of pari- | 
mutuel receipts. | 


Tobacco Tax.—H. B. No. 156 provides a 
ten per cent stamp tax on tobacco for a 
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Vending Machines.—H. B. No. 314 im 
poses a tax on vending machines. Referred 
to the Committee on Taxation and Rey- 
enue. 


PENNSYLVANIA 


The outstanding event in Pennsylvania 
since the last issue of this BULLETIN is the 
rapidity with which the Legislature adopted 
the amendments to the Fiscal Code pro- 
posed by House Bill No. 92. This bill, 


| which comprehensively amends the collec- 


tion machinery of state taxes and was 
passed by the House on January 27th, 
then by the Senate and was approved on 
February 3rd. The following additional 
introductions are also reported. 


Introductions 


Capital Stock Tax.—H. B. No. 556 ex 
empts credit unions from the capital stock 
tax. 

H. B. No. 736 amends the Capital Stock 
Tax Law to eliminate the exemption in 
favor of companies owning more than 51 
per cent of stock in a subsidiary outside 
of the State. 


Cigarette Tax.—H. B. No. 353 allows a 
commission of 4 per cent (instead of 7Y% 
per cent) for affixing cigarette tax stamps 


Gasoline Tax.—H. B. No. 277 provides 
for refunding the tax paid on liquid fuels 
consumed on a farm for agricultural pur 
poses. 

H. B. No. 580 amends the Liquid Fuels 
Tax Law to define the consumer’s liability 
for payment of the tax. 


Gift Taxes—H. B. No. 543 imposes a 
tax on gifts with primary rates of 1 to 5 
per cent and multiples on larger amounts. 
to Taxation Committee. 


Licenses.—H. B. No. 419 provides fo: 
the licensing of restaurants. 

H. B. No. 441 provides for the licensing 
of pawnbrokers. 

H. B. No. 563 provides for the licensing 
of bakeries. 


H. B. No. 


588 provides for licensing 


| detectives. 


S. B. No. 126 provides for the licensing 
of horse racing with pari-mutuel betting. 
To Judiciary Special Committee. 

S. B. No. 157 provides for the licensing 
of automobile finance companies. To 
Banking Committee. 


Motor Vehicles.—H. B. No. 271 provides 
for the fixing of fees for special automobile 


| license plates. 


H. B. No. 289 changes the dates wlien 
reduced fees become effective by advanc- 


jing such date one month. 


H. B. No. 416 reduces fees on commer- 
cial vehicles used by farmers. 

H. B. No. 501 exempts farm wagons 
attached to tractors from registration. 

H. B. No. 662 proposes a registration 
year of May Ist to April 30th. 


Property Taxes.—H. B. No. 329 provides 
for the assessment and revision of taxes in 
third class counties. 

H. B. No. 333 repeals the Act of June 22, 


| 1897, P. L. 178, which taxes building and 


loan associations. 


H. B. No. 476 provides for the abate- 





| fund for old age pensions and school taxes. 

S. B. No. 116 exempts retailers from | 
stamp tax of 1¢ on each 10¢ package of | 
| tobacco. 





ment of interest and penalties on delinquent 
taxes of 1936 and prior years and presents 
a five year payment plan. Does not appl) 
to Philadelphia. 
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H. B. No. 495 provides that the county | 
commissioners shall have control of assess- | 
ments for local purposes, abolishes the | 
triennial assessments and makes the 1937 | 
assessment the basis for future assessments. 


H. B. No. 500 provides for the collection 
of taxes by county treasurers and abolishes | 
the offices of tax collectors. 


H. B. No. 517 provides for progressive 
reductions in school district taxes with | 
contributions from the State to cover the 


loss. | 


H. B. No. 582 amends the State Personal | | 
Property Tax Act to prohibit the recording | 
of mortgages or satisfactions without evi- 
dence of payment of personal property tax. 


H. B. No. 642 provides for the assess- 
ment of unseated lands in boroughs and 
townships by lots and not by acres and 
requires owners to furnish plans of lots. 


H. B. No. 735 limits the period of re- | 
demption to 5 years on lands acquired for 
taxes by county commissioners. 


S. B. Nos. 117 and 118 authorize a tax 
levy of 1 to 2 mills for borough and town- 
ships fire departments. To Municipal 
Gov’t Committee. 

S. B. No. 138 fixes a uniform system of 
discounts and penalties on local taxes. To 
County Gov’t Committee. 

S. B. No. 156 clarifies the law relative | 
to where personal property tax returns 
should be filed when the property is held 
by a trustee, etc., in another county. To 
County Gov’t Committee. 


Utilities—H. B. No. 394 imposes a state 
tax of 3 cents a day for all telephone pay 
stations and 10 cents a day for all private 
branch exchanges. 


H. B. No. 395 imposes a state tax of | 
5 cents a month on all gas, electric, water, 
oil, gasoline and liquid fuel meters in use 
in the State; tax not to be passed on to 
consumers. 


| 





Approvals 


Fiscal Code Amendments.—H. B. No. 
92 amends and reenacts sections 202, 203, | 
211, 402, 702, 704, 706-710, 717-720, 727, 801, 
805, 806, 1105, 1108, 1402, 1403, 1704 and | 
repeals section 1109 of the Fiscal Code. | 
The principal effect of these amendments | 
is to make the tax payments due when 
the return is filed rather than after settle- | 
ment by the Department of Revenue. This | 
hill becomes Act No. 1. 


and 
'assessed value of one hundred dollars. 
'|Ways and Means Committee. 


RHODE ISLAND 


Legislative action, responsive to the pre- | 
viously outlined tax program is just about 
getting under way with the introductions | 
indicated below. No decisive action has 
been taken thereon as yet. 


Introductions 


Business Licenses.—H. B. No. 548 re- 
lates to the licensing of cigar or cigarette 
vending machines in cities and towns. To| 
Judiciary Committee. 

H. B. No. 552 fixes Bingo license fee at 
$100. To Judiciary Committee. 

H. B. No. 573 regulates operation of 
moving picture machines and gives Labor 
Department power of licensing. To Judi- 
clary Committee. 


Property Taxes.—H. B. No. 576 exempts 
tomes up to $3,000 from taxation. To 
Special Legislation Committee. 


| has been introduced. 


tions 


SOUTH CAROLINA 


PENDING STATE TAX LEGISLATION 


The tax legislation so far has been con- 


fined chiefly to the routine of imposing an- 
;nual county property tax levies. However, 


| lates the sale and licensing of liquor. 


H. B. No. 186, levying a chain store tax | 


H. J. R. Nos. 166 and 
167 which propose a constitutional amend- 
ment to provide for limited exemptions for 


| dividends and interest tax were introduced | 


pursuant to the Governor’s recommenda- 
tions based on the excellent financial con- 
dition of the State. 


Introductions 


Alcoholic Beverages.—H. B. No. 282 lays 
an additional license tax of two and one- 
half cents on each eight ounces of alcoholic 
liquors. To Ways and Means Committee. 


|real and personal property and H. B. No.| 
| 250 which extends the exemptions from the 


165 


Introductions : 


Alcoholic Beverages.—S. B. No. 85 regu- 
To 
Liquor Control Committee. 

S. B. No. 98 regulates the sale of liquor, 
requires license fees of $25 to $4,000, taxes 
beer $1.25 per barrel and liquor from 10¢ 
to 50¢ per gallon. 

S. B. No. 104 transfers Liquor Control 


| Commission to the Secretary of Agriculture. 


H. B. No. 80 provides for the state to 
wholesale all liquor. To Liquor Control 
Committee. 

H. B. No. 183 provides for a tax on 10% 
on gross receipts from non-intoxicating 
beer and wine. 

H. B. No. 189 provides licenses for liquor 
dealers and provides nine classes, to be 
secured from the Secretary of Agriculture 


‘with fees of $25 to $4,000. 


Billboard Tax.—H. B. No. 141 provides | 


|a tax on billboards for lease or rent. To 
| Ways and Means Committee. 


Chain Store Tax.—H. B. 


ning with two dollars each on first five 
stores and increasing progressively to five 


| hundred and fifty dollars each on stores 


above five hundred in any chain. Taxes 


to be collected under provisions of this | 


act to be used for social security purposes. 
Dividends Tax.—H. B. No. 251 makes 


further provisions with reference to ex- 
emptions from tax on dividends and 
interest. 


Income Tax.—H. B. No. 271 provides for 
quarterly payments of income tax by tax- 
payers. To Ways and Means Committee 


Oil Inspection Tax.—H. B. No. 124 re- 
peals oil inspection tax. To Ways and 
Means Committee. 


| for annual reduction of the State property 
| levy. 


To Ways and Means Committee. 


H. J. R. Nos. 131 and 216 are joint resolu- 
proposing a constitutional amend- | 
ment to provide for the levy of the annual | 
tax biennially. To Judiciary Committee. | 


H. J. R. Nos. 166 and 167 are joint resolu- | 
tions proposing constitutional amendment | 
|so as to exempt from taxation, real prop- 
|erty up to the assessed value of one thous- 
dollars and personal property = 

oO 


H. J. R. No. 176 is a concurrent resolu- 
tion to extend state and county taxes to 
May 1, 1937. 


Sales and License Tax.—H. B. No. 261 
levies two cents tax per pound on coffee, 
ten cents per pound on tea, 


| $1000, 1%; next $3000, 2%; 


Chain Store Tax.—H. B. No. 157 provides 
for a chain store tax from $1 to $250. 


Cigarette Tax.—S. B. No. 65 provides 


| that wholesalers shall pay the cigarette 
No. 186 is a| 
|chain store bill taxing retail stores begin- | 


tax instead of retailers. 
mittee. 

H. B. No. 93 increases the cigarette tax 
to 4¢ per package. To State Affairs Com- 
mittee. 

Conditional Sales Contracts.—S. B. No. 
68 taxes conditional sales contracts 50% 
of the income above 8% interest. 

Gas Tax.—H. B. No. 114 reduces the gas 
tax: to: Zé. 

Income Tax.—H. B. No. 50 provides for 
a net income tax with the following rates: 


next $5000, 5%; 


To Judiciary Com- 


|next $10,000, 6%; next $50,000, 8%; next 
| $250,000, 10%; and all above $250,000, 12%. 


| 


H. B. No. 186 provides for a net income 
tax of 1% on the first $1000; 8% in excess 
of $50,000 and includes nonresidents’ in- 
|come derived from property within the 


__ | State. 
Property Taxes.—H. B. No. 232 provides | 


H. B. No. 188 amends present income tax 
law, but does not change levy. 


License Taxes—S. B. No. 120 provides 


| for licensing on nonresident buyers of furs 


at $50 and resident buyers at $5. 

H. B. No. 84 provides for licensing and 
|regulating of buyers of livestock. To 
| Livestock Committee. 

H. B. No. 168 requires a license of manu- 
facturers of soda water of $10; of concen- 
trates, $50; of cider, $20; and of spring 
water, $20. 


Motor Carriers.—S. B. No. 107 provides 


|a motor carrier tax for use of highways of 


amounts on snuff, five dollars upon each | 
tourist camp with additional two fifty on | 


each cabin room in connection therewith. 
To Ways and Means Committee. 


SOUTH DAKOTA 


Among other tax measures recently in- 
troduced in the South Dakota Legislature 
are three bills suggesting changes in the 
income tax law, and H. B. No. 5 providing 
for a new chain store tax law. The fol- 
lowing bills are in addition to those pre- 
viously reported. 


lused for motor fuel. 


| $25 to $250. 


varying | 


| $40 to $250 on trucks and $20 to $125 on 


buses. To Highways Committee. 

H. B. No. 64 taxes motor carriers 5 mills 
per ton for the use of the highways. To 
Highways Committee. 

H. B. No. 121 set motor carrier fees at 
To Highways Committee. 

Motor Vehicle Fuel Tax.—S. B. No. 69 
taxes kerosene and distillate products when 
To Highways Com- 
mittee. 

S. B. No. 132 provides for a fee of 2%¢ 
per barrel for inspection of gasoline and 
kerosene. To State Affairs Committee. 

H. B. No. 70 provides for a refund of 
50% of motor fuel tax on municipally 
owned vehicles. To Highways Committee. 

Mutual Benefit Associations.—H. B. No. 
71 provides for a tax of 1% on assessments 


by mutual benefit associations. To Insur- 
ance Committee. 
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Ore Tax.—H. B. No. 101 repeals the ore 
tax and provides for a net income tax of 
1% on the first $1000 to 9% in excess of 
$50,000. 


100,000 tons of ore. 
mittee. 


Property Taxes.—S. J. R. No. 10 amends 
constitution so that the legislature shall 
have the power to classify lands for tax- 
ation purposes. To State Affairs Com- 
mittee. 

S. B. No. 93 exempts from taxation all 
lands granted to the United States for the 
purpose of constructing conservation 
projects. To Judiciary Committee. 

S. B. No. 100 levies a 2% tax on personal 
property taken into the state for storage. 
To Taxation Committee. 

S. B. No. 131 provides for $5000 for 


To Taxation Com- 


taxes. To Taxation Committee. 

H. B. No. 125 provides that all real prop- 
erty used for storing water be exempt from 
taxation. To County Affairs Committee. 


that the valuation of public utilities be the 
assessed valuation. To Judiciary Com- 
mittee. 

S. B. No. 130 provides that municipal 
corporations are to fix the rates for public 
utilities. To Taxation Committee. 

Road Tax.—H. B. No. 164 permits County 


Boards to levy tax for roads in unorganized 
counties. 


County Commissioners to levy tax of $1 
on all residents to support schools. 


TENNESSEE 
No important tax legislation has been 
enacted to date. Additional bills intro- 
duced include: 
Introductions 


Advertising Tax.—S. RB. No. 182, H. B. 
No. 280 and H. B. No. 383, provide for the 
licensing of advertising. 

Business License Taxes.—H. B. 
provides for a privilege tax on ferries. 

H. B. No. 328 provides for a special tax 
on soft drinks. 

Motor Vehicle Registration.—H. B. No. 
485 provides for a drivers license law. 

Property Tax.—H. B. No. 469 amends 
Ch. 3, Acts 1931, First Extra Session, pro- 
viding for county ad valorem tax, to 
increase tax levy to $.60. 

H. B. No. 476 provides a $.60 tax levy 
in Warren County. 


TEXAS 


The 1937 Regular Session of the Texas 
Legislature convened on January 12, 1937. 


Introductions 


Business Licenses.—S. B. 
strengthens the cosmetology law. 
lic Health Committee. 


S. B. No. 190 exempts educational, re- 
ligious and charitable organizations from 
admissions tax. 


H. B. No. 377 exempts educational, re- 
ligious and charitable organizations from 
admissions tax. To Revenue and Taxa- 
tion Committee. 


No. 136 





oN c : j . . . 
H. B. No. 133 exempts from tax the first | districts from gasoline tax. 


homestead exemption and exempts 25% of | 


Public Utilities —S. B. No. 129 provides | 





School Tax.—H. B. No. 190 provides for | 


THE TAX MAGAZINE 


Coal Tax.—H. B. No. 283 levies 25 cents 
per ton tax on coal produced in Texas. 
To Revenue and Taxation Committee. 


Gasoline.—H. B. No. 336 exempts school 
To Revenue 


|and Taxation Committee. 


Income Tax.—H. B. No. 362 and H. B. 
No. 434 provide for a general income tax 


| graduated two to six per cent on corpora- 


tions and one to seven per cent on in- 
dividuals. To Revenue and “Taxation 
Committee. 


Insurance Companies.—S. B. No. 171 
amends Art. 7064 to include foreign assess- 


|ment life and casualty companies in the 


tax. 

H. B. No. 332 amends Art. 7064 to in- 
clude foreign assessment life and casualty 
companies in tax. To Insurance Com- 
mittee. 


Motor Vehicles.—H. B. No. 346 requires 
registration of all vehicles entering state 
and levies mileage tax unless licensed. To 
Highways and Motor Traffic Committee. 

H. B. No. 455 reduces automobile license 
fee to $5 for new cars and graduated down 
to $3 for cars over 3 years old. To High- 
ways and Motor Traffic Committee. 

Property Taxes—S. B. No. 119 fixes 
maximum tax levy by school districts. To 
Education Committee. 

S. B. No. 201 permits suit immediately 


|for delinquent taxes on land reassessed. 


|To State Affairs Committee. 





No. 282 | 


| property. 


| H. 


The following bills, in addition to those | 
previously reported, have been introduced. | 


To Pub- | 


H. B. No. 261 allows joinder of all taxing 
units in tax suits. To Revenue and Taxa- 
tion Committee. 


H. B. No. 268 exempts from ad valorem | 


tax property used to promote health, edu- 
cation, etc., of children. To State Affairs 


| Committee. 


H. B. No. 269 requires delinquent taxes 
to be paid in the order of delinquency. To 


| Revenue and Taxation Committee. 


H. B. No. 337 allows school districts to 
levy a tax of $1.50 per $100 valuation. To 
Revenue and Taxation Committee. 

H. B. No. 354 provides procedure for 
collecting delinquent taxes. To Revenue 
and Taxation Committee. 

H. B. No. 365 requires delinquent taxes 

be first paid from insurance on injured 
To Insurance Committee. 
B. No. 413 releases all penalty and 
interest on delinquent taxes if paid before 
November, 1937. To Revenue and Taxa- 
tion Committee. 

H. B. No. 416 provides for a Board of 
Equalization. To Municipal and Private 
Corporations Committee. 

H. B. No. 456 permits payment of ad 
'valorem taxes in installments. To State 
| Affairs Committee. 
| H. B. No. 465 validates tax levies in 
| cities and towns. To Municipal and Private 
Corporations Committee. 


UTAH 
The following bills in addition to those 


fore the Utah Legislature: 


Introductions 





| Alcoholic Beverages.—H. B. No. 66 pro- 
ivides for the licensing of Utah wineries | 
To Manufacture and | 


|and distilleries. : 
| Commerce Committee. 


Auto Caravans.—H. B. No. 128 licenses 


‘and regulates automobile caravans and fixes | 


taxes. To Highways Committee. 





|in the sale of real estate to pay taxes. 


March, 1937 


Cigarette and Oleomargarine Dealers.— 
S. B. No. 101 reduces the annual license fee 
and bond requirements for cigarette and 
oleomargarine dealers. 


Commercial Vehicles—H. B. No. 159 
gives cities the power to license and regu- 
late the use of streets by commercial 
vehicles and to tax all cars for parking 
privileges. 

Constitutional Amendment.—S. J. R. No 
3 and H. J. R. No. 4 propose a constitu 
tional amendment relating to the rate of 
taxation, purposes and distribution. To 
Revision and Enrolling Committee. 


Delinquent Taxes.—S. B. No. 159 makes 
it compulsory for the county treasurer to 
accept installments upon taxes before de- 
linquency. To Revenue and Taxation Com- 
mittee. 

H. B. No. 131 relates to date unpaid taxes 
shall become delinquent and the procedure 
To 
Municipal Affairs Committee. 

Franchise Tax.—S. B. No. 165 imposes a 
franchise tax on corporations of 2% of their 
gross receipts, as a substitute for 2% sales 
tax and 3% income tax. 

Gross Receipts Tax.—S. B. No. 166 im 
poses a tax of %4% on gross receipts of 
individuals as a substitute for the income 


| tax. 


Income Tax.—H. B. No. 135 provides 
for installment payments of the state in 


|; come tax. 


Inheritance Tax.—S. B. No. 160 increases 
the state inheritance tax to maximum credit 
allowed by the federal estate tax. 

Mine Tax.—H. B. No. 147 amends tli 
mine tax law to base the tax on a five yea 
average of net proceeds. To Mining Com 
mittee. 

H. B. No. 148 levies a severance tax of 
2% of gross production on mines. 

Oleomargarine Tax.—S. B. No. 111 ex 
empts oleomargarine containing livestock 
oils from tax. 

Property Taxes.—S. B. No. 168 extin- 
guishes liens against property for special 


| taxes when property is sold for general 


taxes. 

H. B. No. 71 reduces the amount required 
for redemption of property sold for taxes 
for years 1932, 1933 and 1934. To Revenue 
and Taxation Committee. 

H. B. No. 114 estops the county treas- 
urer from levying against property, an) 
taxes which have been overlooked in the 
redemption of property. To Municipal 
Affairs Committee. 

Sales Tax.—S. B. No. 163 exempts the 
entertainment receipts of tax exempt bodies 
from the sales tax. 





previously reported are now pending be- | 


H. B. No. 60 restricts application of thx 
sales tax so as to exempt agricultural pro- 
|ducers and occasional sales not made in 
| the ordinary course of business. To Reve- 
nue and Taxation Committee. 

H. B. No. 83 provides for issuing tokens 
in administration of the sales tax. 

H. B. Nos. 85 and 87 amend the sales tax 
law to require vendors to assess a tax ani 
label tax on the price of merchandise. ‘lo 
Revenue and Taxation Committee. 


School Tax.—H. PB. N. 149 lifts the limit 
on school tax levies. To Revenue and Tax- 
ation Committee. 

Tax Assessment.—H. B. No. 70 provides 
|for averaging the tax assessment against 
merchandise shipped in from other states. 
| To Revenue and Taxation Committee. 
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VERMONT 


The Vermont Legislature has enacted no 
important new taxes to date. Most of the 
bills introduced modify the existing laws 
and do not affect substantially the present 
tax system. 


Introductions 


Alcoholic Beverage License.—H. B. No. 
149 amends Section 24 of No. 196 of the 
Acts of 1935 relating to liquor license fees. 
To Temperance Committee. 


Motor Vehicles.—H. B. No. 39 relates to 
registration of pleasure cars. To Highway 
Trafic Committee. 


Poll Taxes.—H. B. No. 150 amends ex- 
emptions from poll taxes. To Ways and 
Means Committee. 

Property Taxes.—H. B. No. 77 sets a 
limit of ten per cent that the selectmen 
may add to the tax bill to make up the defi- 
cit. To Municipal Corporations Commit- 
tee. 

H. B. No. 130 retards dates from tax 
payments. To General Committee. 

H. B. No. 148 amends provision for ex- 
emption of real and personal property from 
taxation. To Ways and Means Committee. 

H. B. No. 169 requires the Commissioner 
of Taxes to consider the net earnings in 
railroad appraisal. To Corporations and 
Franchises Committee. 


Tax Debt—H. B. No. 88 extends the 
time during which a tax debt is valid. To 
Judiciary Committee. 


Tax Sale—H. B. No. 86 shortens the 
time needed to make valid the deed required 
for a tax collector’s sale. To Judiciary 
Committee. 


WASHINGTON 


Continued effort is being made to enact 
a chain store tax regardless of the fact 
that the Governor vetoed the chain store 
tax provisions of the Revenue Act of 1935. 
Two bills proposing such taxes are re- 
ported helow. 


Introductions 


Alcoholic Beverages.—H. B. No. 439 re- 
quests Governor to change liquor board 
fees; to cut distillers to one thousand dol- 
lars; beer importers to one hundred dollars; 
liquor importers to two hundred and fifty 
dollars. To Liquor Control Committee. 


Chain Store Tax.—H. B. No. 340 pro- 
vides for licensing chain stores as follows: 
one dollar for the first up to five hundred 
tor each of twenty stores. To Commerce 
Committee. 

H. B. No. 374 imposes a graduated tax 
on chain stores as follows: from five dol- 
lars for the first to one hundred ninety 
dollars for each of nineteen or more. To 
Commerce Committee. 


Document Recording Tax.—S. B. No. 131 
Provides a tax of fifty cents per hundred 
dollars on each mortgage filed, twenty-five 
cents per hundred on each deed, contract 
or other conveyance. To Revenue and 
Taxation Committee. 


Franchise Tax.—H. B. No. 214 provides 
that tax delinquent corporations may be 
reinstated by paying fee in installments to 
the Secretary of State. To Corporations 
Committee. 


Fuel Oil Tax.—H. B. No. 312 exempts 


luel oil used on boats. To Revenue Com- 
mittee, 











Gross Premiums Tax.—H. B. No. 263 
provides for a reduction of tax on the pre- 
miums of domestic insurance companies to 
one per cent. To Insurance Committee. 


Inheritance Tax.—H. B. No. 298 relates 
to inheritance tax exemptions; gifts to for- 
eign corporations. To Revenue Committee. 


H. B. No. 356 provides that property 
left to a surviving spouse is exempt up to 
three thousand dollars of its value, from 
taxes and assessments. To Judiciary Com- 
mittee. 


H. B. No. 357 exempts from the inherit- 
ance tax, bequests to associations for 
educational, artistic or scientific purposes. 
To Education Committee. 


Manufacturers’ Excise Tax.—S. B. No. 98 
provides that manufacturers of articles for 
use of purchasers and not for resale pay 
only one excise tax at the rate of one 
quarter of one per cent. To Revenue Com- 
mittee. 


Mines License Tax.—S. B. No. 206 pro- 
vides for the registration of oil and mineral 


rights and fixing fees and penalties. To 
Mines Committee. 
Motor Carriers’ Tax—S. B. No. 171 


levies an excise tax on motor carriers of 
one-half mill per passenger per mile and 
one-tenth mill per mile for each hundred 
weight of gross weight on common carrier 
trucks. To Public Utilities Committee. 


Property Taxes.—S. B. No. 22 provides 
an exemption for private autos from a 
direct tax. To Judiciary Committee. 


S. B. No. 106 provides that excess from 


| delinquent tax sale goes to original owner. 


To Revenue Committee. 


S. B. No. 136 authorizes assessor to ex- 
amine all records of taxpayers and assess 
all stocks manufactured or raw products 
inventoried at fifty per cent of value on the 
basis of manufacturing cost. To Revenue 
Committee. 


S. B. No. 143 provides that an owner may 
redeem delinquent property sold this year, 
on payment of one-half of the tax. To 
Counties Committee. 

S. B. No. 239 provides for a permanent 
record assessment list as approved by the 
tax commission. To Revenue Committee. 

S. B. No. 240 changes the date of prop- 
erty assessments from March first to Jan- 
uary first. To Revenue Committee. 

H. B. No. 80 relates to assessmert and 
collection of taxes. 
ation Committee. 

H. B. No. 93 relates to listing of real 
property for tax purposes. To Counties 
and County Boundary Committee. 


H. B. No. 158 levies a county school 
tax of two mills. To Education Com- |} 
mittee. 


H. B. No. 197 provides a levy fixed at 
three mills maximum. To Parks Com- 
mittee. 

H. B. No. 239 provides that assessors 
are to mail blanks to the taxpayers for 
them to fill out and return their personal 
property schedule. To Revenue 
mittee. 

H. B. No. 248 provides for remitting 
interest on delinquent taxes. To Revenue 
Committee. 

H. B. No. 324 exempts from taxes and 
assessments, homesteads assessed at two 
thousand dollars or less left to survivor of 
deceased. 





mittee. 


To Revenue and Tax- | 


PENDING STATE TAX LEGISLATION 


; measures. 


| This includes gasoline stations. 
Com- 


| corporations, 
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H. B. No. 329 relates to sale of property 
acquired for taxes. To Judiciary Com- 
mittee. 

H. B. No. 342 provides that mortgagees 
are to be given notice of unpaid taxes 
and assessments. To Judiciary Committee. 

H. B. No. 381 relates to tax levies by 
cities and towns. To Revenue and Taxa- 
tion Committee. 

H. B. No. 382 relates to basis of assessed 
valuation and levy of taxes. To Revenue 
and Taxation Committee. 

H. B. No. 416 requires the listing of all 
personal property even though exempt 
from taxation. To Revenue Committee. 


Sales, Tax.—H. B. No. 354 provides that 
dependent children are exempt from pay- 
ing sales tax on purchases. To Revenue 
Committee. 


Salesmen’s License Tax.—S. B. No. 227 
provides for a three hundred dollar an- 
nual license fee for salesmen handling out- 
of-State products, not paying a sales tax. 
To Revenue Committee. 


Wholesaling Tax.—S. B. No. 256 reduces 
the wholesaling tax from one-half of one 
per cent to one quarter of one per cent. 


| To Revenue Committee. 


WEST VIRGINIA 


The outstanding event in West Virginia 
since the last issue of the BULLETIN is 
the reenactment of the Consumers’ Sales 
Tax. Bills introduced in the House and 


| Senate of West Virginia are listed below. 


Introductions 


Alcoholic Beverages.—S. B. No. 82 gives 
municipalities a share of the liquor profits. 
H. B. No. 169 provides likewise. To 
Municipal Corporations Committee. 


S. B. No. 123 and H. B. No. 207 levy a 
tax of 2¢ on six to ten cent purchases of 
beer, 7¢ on sixty-five cent to dollar pur- 
chases of liquor and 12¢ on each additional 
fifty cent purchase of liquor. To Finance 
Committee. 


Business License.—S. B. No. 94 calls for 
a one hundred dollar tax on realty brokers 
and a twenty-five dollar tax on salesmen. 
To Judiciary Committee. 

. B. No. 99 exempts from taxation slot 
machines dispensing health or sanitation 
To Finance Committee. 

S. B. No. 132 contemplates a sweeping 
revision of the business, occupation, and 
privilege taxes. To Finance Committee. 

H. B. No. 112 amends Section 2c, Chap- 
ter 86, Acts of the Regular Session of 


1935, relating to business occupation 
privilege taxes. To Taxation and Finance 
Committee. 


H. B. No. 196 creates a board of optom- 
etry to prevent unlawful practice. To 
Medicine and Sanitation Committee. 


Chain Stores.—H. B. No. 194 taxes chain 
stores $2 for the first store, graduating it 
up to $350 for each store above 75 stores. 
To Taxa- 


tion and Finance Committee. 


Cities and Counties.—S. BR. No. 68 pro- 
hibits special legislation for municipal 
demands classifications by 
population, limits their power to tax and 
borrow; and grants the right to change 
or frame new charters and laws. To Coun- 





To Unemployment Relief Com- | 





ties and Municipal Corporations Com- 
mittee 
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S. B. No. 83 gives 


greater share of real estate taxes. Covered 


also by H. B. No. 173. To Finance Com- | 
mittee. 
S. B. No. 85 and H. B. No. 172 permit | 


municipalities to levy a privilege tax. To 
Municipal Corporations Committee. 

S. B. Nos. 139 and 140, and H. B. Nos 
226 and 227 permit cities to levy a driver’s 
license tax, consumer’s sales tax, and gross 


municipalities a| 


income tax. To Counties Corporations | 
Committee. 

H. B. No. 197 increases the maximum tax 
levies for counties. To Judiciary Com- 
mittee. 


Delinquent Taxes.—H. B. No. 193 pro- 
vides for the collection of delinquent cor- 


poration taxes. To Taxation and Finance 
Committee. 


Gasoline Tax.—S. Bb. No. 
No. 171 exempt municipalities from pay- 
ment of the gasoline tax. To Finance 


Committee. 


Income Tax.—H. B. No. 102 provides 
an income tax at the rate of %7% on the 
second thousand, 2% on the third thousand 
and graduated to 34% for the seventh 
thousand and 5% for the eighth thousand 
and over. 
for single, and $2,000 for married people. 
‘To Taxation and Finance Committee. 

H. B. No. 221 provides for a_ gross 
income tax of 544% upon retailers selling 


tangible property, and fifteen hundredths | 


of one per cent on wholesalers and jobbers. 
To Taxation and Finance Committee. 


Insurance Tax.—S. B. No. 58 and H. B. 

o. 133 allow deductions of cancellations 
and dividends from the 2% insurance tax. 
Also propose that proceeds from the tax on 
foreign fire insurance companies be di- 
verted to fire departments. To Insurance 
Committee. 


Motor Vehicles.—S. |}. No. 86 and H. B. 
No. 170 permit the levying of license taxes 
upon motor vehicles by municipalities and 
other political subdivisions. To Roads and 
Navigation Committee. 

FH... 3. 


No. 133 regulates applications for 
Class 


A licenses. To Roads Committee. 

Real Property—H. B. No. 168 re- 
classifies property under Section 6, Article 
8, Chapter 11, of Code of 1931. To Judi- 
ciary Committee. 


S. B. No. 128 regulates the listing of 
property for taxation. To Judiciary Com- 
mittee. 


Sales Tax.—S. B. No. 70 prohibits im 
position of consumer’s sales tax by cities 
‘To Finance Committee. 

S. B. No. 70 prohibits imposition of con- 
sumer’s sale tax by cities. To Finance 
Committee. 

S. B. No. 124 exempts from the con- 
sumers sales tax gasoline, gas, water, text- 
books, automobiles, and necessary foodstufis. 
Covered also by H. B. No. 223. To Fi- 
nance Committee. 

H. B. No. 154 inserts a tax receipt clause 
in the consumers sales tax law. To Taxa- 


tion and Finance Committee. 
Approvals 
Consumers’ Sales Tax.—H. bB. No. 60) 
amends and reenacts the Consumers’ Sales 


Tax Act and adds new sections relative to 
the surtaxes on gross income. 


84 and H. B. | 


for | 


Exempts $200 for children, $1,000 | 
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WISCONSIN 
Legislative action, responsive to the 
| previously outlined tax program, is just 


|about getting under way with the intro- 


ductions indicated below. 


Introductions 


Business Licenses.— 
law relating to fees for auction sales. 
Calendar Committee. 


S. B. No. 18 amends | 
To | 





A. B. No. 128 relates to the regulation 
of fur dealers. To Conservation Com- 
mittee. 

Chain Store Taxes.—A. b. No. 77 re- | 


lates to licenses and occupational tax on 
chain stores. To Taxation Committee. 


Inheritance Taxes.—S. B. No. 54 repeals, 
amends and creates sections of the Statutes 
relating to gift and estate taxes. To Cor- 
poration and Taxation Committee. 


Privilege Dividend Tax.—S. B. No. 54 
repeals, amends and creates sections of 
the Statutes relating to privilege dividend, 
gift and estate taxes. To Corporation and 
Taxation Committee. 


Property Taxes.—S. B. No. 23 amends 
law relating to redemption period of tax 
certificates. To Corporations and Taxa- 
tion Committee. 

S. B. No. 36 creates Section 70.11(42) of 
the Statutes relating to property tax exemp- 
tions. To Corporation and Taxation Com- 
mittee, 

S. B. No. 50 revises generally Chapter 
70 of the Statutes. To Judiciary Com- 
mittee. 

A. B. No. 72 extends time for payment 
of real estate taxes assessed in 1936. To 
Calendar Committee. 

A. B. No. 75 relates to extensions of time 
for payment of real estate taxes assessed 
in 1936 and 1937. To Taxation Committee. 

A. B. No. 135 relates to payment of 


delinquent real estate taxes for the years | 


1933, 1934, 1935. To Taxation Committee. 


A. B. No. 142 relates to payment of de- 
linquent taxes for 1931, 1932, 1933, 1934 
To Taxation Committee. 


Approvals 


Motor Vehicles——Chapter 5 prohibits 
arrest for motor vehicle license delinquency 
until after. March 15, 1937. 


WYOMING 


The 1937 Regular Session of the Wyo- 
ming Legislature convened on January 12, 
1937. The following bills, in addition to 
those previously reported, have been intro- 
duced: 


Introductions 


Business Licenses.—S. B. No. 8 provides 
for regulating cosmetology and licensing 
same. To Sanitary Committee. 

S. B. No. 33 provides for licensing and 
regulation of racing. Legalizes pari- 
mutuel betting. To Law Enforcement 
ae 

B. No. 55 provides for an amendment 
to. _ law governing examinations and 
licenses to practice dentistry. 

H. B. No. 55 proposes to license dealers 
in poisons. To Committee Whole. 

H. B. No. 76 requires that insurance 
agents be licensed; frankly a revenue pro- 
ducing measure. To Corporation Com- 
mittee. 


| shearing machinery to obtain licenses. 


March, 1937 


H. B. No. 85 provides for the licensing 
and selling of commercial fertilizers and 
inspection of the same. To Agriculture 
Committee. 

H. B. No. 152 regulates and controls 
practice of photography. Creates board of 
examiners. Provides for examinations. To 
Judiciary Committee. 

H. B. No. 222 regulates dealers in live- 
stock, requiring license, bond, and keeping 
of records. Defines act of fraud and dis- 
honesty. To Stock Raising Committee. 

H. B. No. 271 requires leasers of sheep- 
To 


| Stock Raising Committee. 


Corporation License Tax.—H. B. No. 92 
repeals sections of the Banking Act which 
impose double liability upon shareholders 
in banks, savings associations, loan and 
trust companies, and trust companies, after 
July 1, 1937. To Corporations Committee. 


Income Tax.—H. J. R. No. 2 proposes to 


;amend constitution to authorize an income 


| tax, 


To Labor Committee. 
Motor Carriers.—H. B. No. 41 proposes 


| to levy compensatory excise tax on interstate 


motor carriers. 
mittee. 


Motor Vehicles.—S. B. No. 40 directs 
Secretary of State to approve and furnish 
a form for Certificate of Title for motor 
vehicles. To Judiciary Committee. 

S. B. No. 46 amends law relating 
motor vehicle license plate county 
numbers. To Revenue Committee. 


H. B. No. 101 amends law concerning 


To Transportation Com- 


to 
index 


|display of number plates on motor ve- 


hicles by dealers. To Transportation Com 
mittee. 


H. B. No. 104 amends law relating to 
registration of motor vehicles by manu- 
facturers, dealers, and used car dealers. 
To Transportation Committee. 

H. B. No. 105 amends law providing for 
reports of car sales by dealers to county 
treasurer; his duties defined. To County 
Affairs Committee. 

H. B. No. 137 repeals law concerning 
publication of lists of motor vehicle 
owners, .and reports of registration to 
county assessors. To County Affairs and 
Boundaries Committee. 

H. B. No. 168 levies a tax on moto! 
vehicles using fuels other than gasoline. 
To Revenue Committee. 

H. B. No. 268 amends law relating to 
registration of motor vehicles by county 
treasurer. To Revenue Committee. 


Property Taxes.—H. B. No. 53 amends 
law relating to real estate sold for delin 
quent taxes. To County Affairs Committee. 

H. B. No. 59 provides that redemption 
certificates may be obtained upon paying 
amount of delinquent taxes exclusive of 
interest, penalties, and costs, if the county 
is still the owner. To County Affairs 
Committee. 

H. B. No. 66 amends law providing what 
shall constitute a delinquent tax list. To 
Judiciary Committee. 

H. B. No. 82 amends law relating to liens 
created by delinquent tax conveyances. To 
Judiciary Committee. 

H. B. No. 110 exempts sugar factories 
from taxation. To Revenue Committee. 

H. B. No. 205 provides for cancellation 
of taxes against persons too old or infirm 
to pay same. To County Affairs Com 
mittee. 





fa 
3 


Secor 
Pre 


See ae 


April 
Me 


Apri 
Co 


Ge 


Last 
Pi 


STATE TAX CALENDAR 


1937 APRIL = 1937 
3UN, MON. TUE. WED. THU. FRI. SAT. 
<n «nn «» «DD 1 9 3 
45678 910 
1112131415 1617 
18 19 20 21 22 23 24 
7282 


2 
25 26 2 9 30 «» 





ALABAMA 
April 1 


Franchise tax.—The franchise tax of domestic and 
foreign corporations shall be due on the Ist 
day of April of each year. 

License taxes.—If any business license shall com- 
mence after this date in any year, the amount of 
the license or privilege tax shall be one-half of 
the year’s license or privilege tax; the provisions 
of the business license tax law permitting the 
payment of a half-year license after April 1st 
does not apply to baseball parks. ’ 

lransportation companies. —Every transportation 
company doing business in Alabama must, on 
or before the 1st day of April of each year, make 
to the Public Service Commission annual returns 
of the business of such company, up to the close 
of its business on the 31st day of December of 
the year preceding. 


Second Monday. 
Property taxes—When the assessor shall have com- 
pleted the assessment, valuation and equalization 
work in his county, he shall notify each member 

of the board of review and such board shall 
meet on this date and meet from day to day until 
duties are completed, which shall be not later 








than the first Monday in April. 

April 1-15 : p : Fi 

Motor Transportation Companies.—Every motor 
transportation company is required to file a 


mileage statement with and pay a mileage tax 
to the Public Service Commission between the 
Ist and 15th days of April each year. 
April 20 —— 
Coal and 
tax due. 
Gasoline tax—Monthly report and tax due. 
Lubricating oils tax—Monthly report and tax due. 
Last Monday—— oe: oe 
Property taxes—Taxpayers may file in writing, 
with the Secretary of the Board of Review, on 
or before this date, objections to any assessed 
property valuation by the assessor. 


iron ore mining—Monthiy report and 


ARIZONA 
Roni 1—— 
Billiard table and bowling alley license fees due. 
Insurance business license taxes due. 
Last day to file annual mining company reports. 
Pawnbrokers’ license fees due. 
Theatre license fees due. 
April 5 
Alcoholic beverage licensee report due. 
April 15 
Gasoline distributors’ 
taxes due. 
x¥0ss income tax report and payment due. 
Motor vehicle carrier report and tax due. 
April 20 
ross income tax delinquent. 
Motor vehicle carrier report and tax delinquent. 








and consignees’ reports and 








April 25 
Motor fuel carriers’ report and any tax due. 
ARKANSAS 
April 190—_ 
All persons and property not listed for assessment 


with the assessor on or before this day are de- 
linquent thereafter. 


If personal property taxes remain unpaid after this | 
date, the tax collector may proceed to collect 
such taxes by garnishment if no other assets 
can be found. 





April 15 


Third Monday. 


April 30 


April 5 


April 10 


April 15 


April 20 


April 25 


If property taxes of car and freight line companies 
be not paid by the 10th day of April, the State 
Treasurer is required to add a penalty of 10 per 
cent thereon and mail to such companies, cor- 
porations or individuals a statement thereof. 

Personal property may be distrained for non-pay- 


ment of property taxes at any time after the 
10th day of April. 





Monthly sales tax report and remittance due. 





The first installment of one-fourth of the total 
amount of property taxes is due and payable 
from the third Monday in February to the third 
Monday in April. 





When deemed necessary or advisable, the Cor- 
poration Commission may extend the time of 
filing the franchise tax report not exceeding 60 





days (from March 1). 
CALIFORNIA 
April 1 
Agricultural minerals and commercial fertilizers 


quarterly report of sales due. 


Agricultural minerals and 
sales taxes due. 


Cattle transporters’ quarterly license fee 

Commercial fishermen’s annual report due. 

Commercial fishermen’s license fee due. 

Employment agency license fee due. 

Foreign cold storage meat dealer’s quarterly report 
due. 

Gasoline tax due; 
physical inventory. 

Horse, mule or burro transporter’s quarterly li- 
cense fee due. 

Motor vehicle registration fee reduced to 9/12 of 
annual rate. 


commercial fertilizers 


due. 


distributors required to make 





Fish packers’ monthly report due. 





Alcoholic beverage monthly statement of sales by 
manufacturers and importers due. 

Cattle transporters’ monthly report due. 

Horse, mule or burro transporter’s monthly report 
due. 

Kelp monthly reports due. 

Kelp privilege tax due. 

Petroleum and natural gas companies’ 


monthly re 
ports due. 





Gasoline distributors’ return due. 

Personal income -tax report and first installment of 
tax due. 

Sales tax quarter-annual return and quarter-annual 
installment due. 





Remaining one-half of real property 
quent (except in certain 
districts). 


taxes delin- 
cities and irrigation 





Cold storage quarterly report due. 


April 30 
Imitation dairy products monthly report due. 
Slaughter house monthly report due. 





COLORADO 
April—— 


Employment agencies must file a report with the 


deputy state labor commissioner monthly. 
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April 1—— 
All personal property is assessed as of this date. 


All property tax returns must be filed between this 
date and May 20 of each year. 


Between this date and March 1 preceding state- 
ments and returns are due as follows: 


1. Stock, furniture, refrigerator, fruit, poultry 
and tank car companies, property tax state- 
ment and car mileage report; 


2. Express, fast freight, palace car and sleeping 


car companies, property tax statement; 
3. Railroad companies, property tax statement; 


4. Telegraph and telephone companies, property 
tax statement. 


Lien of general taxes for the current tax year 
attach. 


Persons having no property to return must file a 
sworn statement to that effect between this date 
and May 1 if they have received a schedule from 
the assessor. 


Private hospitals must file a quarterly report on 





this day. 
April 10 c . : 
Class A private carriers must file a report and 
pay tax for preceding month, on or before this 
date. 


Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or lb en 
this date. 

fose 15 - 
Coal mine owners’ inspection tax must be paid not 
later than this date. 

Coal mine owners’ report due on this date. 


April 20——— 
Class A private carriers notified of tax due, 
before this date. 
Motor vehicle carriers notified of tax due, on or 
before this date. 


on or 





April 25— ' 
Coal mine owners royalty tax due on or before this 
date. 
Gasoline distributors statement to state oil in- 
spector due on or before this date. 


Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 
preceding month required of all common carriers 
on or before this date. 


April 30 ’ 

Fiscal year for annual corporation 

(franchise tax) ends on this date. 
Last Day—— 


If entire annual tax is paid on or before this day 
no penalty is assessed. 





license fee 


CONNECTICUT 
April 1—— 
Cable, car, express, telegraph and _ telephone cor- 
poration reports to Tax Commissioner due. 
Gasoline tax due from distributors. 
Last day for filing income tax return. 
April 10—— 
Theatre reports due. 
April 15— 
Gasoline 
April 30 as 
Cigarette distributors’ 
due. 


distributors’ report due. 





monthly (inventory) report 
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DELAWARE 
April 1- 
Franchise tax due and payable until July 1. 
— fee for boats to catch clams and crabs 
due. 
Monthly alcoholic beverage report due. 
Oyster fishing license due. 
Second quarterly installment of railroad tax due. 
The Secretary of State is required to file with the 
State Tax Department, on or before this date, a 
statement of the basis of the franchise tax, and 
the amount of tax due. 
Wilmington Board of Assessment 
















































































will hear and 



































determine appeals until April 15. 
First Tuesday : ; 
If franchise tax report is not filed within three 











months after this date, a penalty is imposed. 
April 15—— 
Gasoline filling station report due. 
Kent County Board of Assessment will 
hear appeals until April 30. 
Last day to file alcoholic beverage report. 
Last day to post assessment in Kent County. 
Last day upon which Wilmington Board otf 
sessment will hear and determine appeals. 
April 25 
Quarterly warehouse reports due. 
April 30 
Gasoline tax reports and tax due. 
Last day upon which the Kent County 
Assessment sits to hear appeals. 




















sit and 























As 









































Soard of 






























































Last day upon which the New Castle County 
Board of Assessment sits to hear appeals. 
DISTRICT OF COLUMBIA 

April 1—— 

Annual license tax for athletic exhibitions due. 
April 10—— 

Alcoholic beverage statements due. 
April 30—— 





Monthly gasoline tax report and tax due. 

















*LORIDA 








April 1 
All property taxes delinquent. 





















































this date. 
April 10-—— : 
Gasoline inspection fees 

















and reports due. 



































Lime kiln reports and fees due. 
April 15—— 
Chain store monthly reports and gross receipts 


taxes due. 
Gasoline sales 













































































Boards of County 


























property returns. 
Insurance agents’ statement due. 
Motor carriers’ mileage tax due. 
Native gold purchasers’ copy of registe: 
April 3—— 
Malt extracts and malt products returns due. 
Soft drink syrups returns and taxes due. 



































due. 

































































April 5 
Reports due from dealers and _ distributors of | 
oysters and shrimp. | 
April 10——— | 
Soft drink syrups returns and taxes delinquent. | 
April 15—— 





Carbonic acid gas reports and taxes delinquent. 
Dairy manufacturing plants, dairy products, cream 











































































































testers, etc., taxes due. | 
April 20—— 
Gasoline reports and taxes due. 
April 30 . | 
Last day for filing general property tax returns | 
in Bibb County. 
Motor carriers’ monthly report due. 
IDAHO 
April 1—— ee - : 
At the time of filing a certified copy of the} 
articles of incorporation of any corporation, 








when filed on or between the Ist day of April and | 
the 30th day of June, a sum equal to one-fourth | 
of the annual license tax shall be paid. 











General property and intangible tax returns to 
county assessor due. 

Licenses not otherwise specified issuable at half 
rate. 

Restaurant license for half year may be had after | 


and storage reports and taxes due. | 


April 30— 
Auto transportation company mileage tax reports | 
due. 
Fresh water fish dealers’ report due. 
GEORGIA 
April 1— 


Tax Assessors in Chatham and | 


Fulton Counties meet annually on April Ist 
and continue in session from time to time. not | 
later than August Ist, for purpose of examining | 


| April 20—— 


Fourth Week 
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Personal property coming into Idaho between sec- 


at its full cash value. 
April 1-15 
Auto transportation companies file quarterly state- 
ment with and pay tax to the Department of 
Law Enforcement I Gensou these dates. 
April 10 
Beer excise tax report due. 
Monthly report of dealers in dairy 
stitutes due. 
April 15 
Electric light and power companies’ 
kilowatt tax due. 
Gasoline dealers’ report and tax due. 








products sub- 





report and 


panies due. 
Retail sales tax and return due. 





ILLINOIS 

| April 1 

Lien of real property taxes attaches. 

Real and personal property, including capital stock, 
assessed as of this date. 

Registered beauty culturists and apprentices must 
renew their licenses by this date. 

Registered optometrists and apprentices must re- 
new their certificates by this date. 








| April 5- 
Cold storage warehouse monthly report of food 
| held in storage due. 
April 15 
Alcoholic beverage tax return of manufacturers 


and importing distributors due between Ist and 
15th of each month 
Fishing (nets) license annual fee due. 
Mussel license annual fee due. 
Petroleum products inspection fees for 


February 





due. 

Retailers’ occupation (sales) tax reports and taxes | 
due. 

| April 20 

| Last day for distributors of motor vehicle fuel | 


to make monthly return and to pay tax. 
Last day for non-distributors to file monthly motor 
vehicle fuel report and pay tax. 
Last day for registered brokers to make return of | 
sales of motor fuel. 
April 30 
All licenses (except part retailer’s licenses) to sell 





alcoholic beverages, including non-beverage 
| users’ licenses, expire on this date. 

Fish dealers’ annual license fee due. 
} Last day for carriers to file monthly report ot 


motor fuel delivered previous month. 
Public accountants must renew certificates of reg- 
istration by this date. 
Railroad reports of new construction, 


) 1 changes in 
right of 


way, and rolling stock, due. 
INDIANA 
| April 1—— 
Employment agency reports due. 
} Semi-monthly payment of excise taxes on malt 


products and alcoholic beverages due. 
| First Monday 
| First meeting 
| sioners. 
| First Week 
State Board of Tax Commissioners consider tele- 
phone company assessments. 
Second Week 
State Board of Tax Commissioners consider ex- 
| press, telegraph, sleeping car, transportation and 
pipe line company assessments. 

April 10 
| Petroleum oils inspection fees due. 
April 15 
Bank and trust company reports due. 
Common carriers’ gasoline reports due. 

Imitation condensed milk tax due. 


Quarterly return and payment of gross income tax 
due. 





of State Board of Tax Commis- 

















Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 
Third Week : cr ; 

State Board of Tax Commissioners consider bank, 


trust company, building and loan association 
and heat, light, water, power, elevator and ware- 
house company assessments. 


Bank and trust’ company taxes and building and 
loan association reports and taxes due. 
Money lenders’ (small loans) licenses renewable. 





State Board of Tax Commissioners consider elec- 








ond Monday in January and this date is assessed 


Report and license tax of electric generating com- 
| 


March, 1937 








IOWA 


April 1—— 

General assessment roll.—Each assessor enters 
upon the discharge of his duties immediately 
after the second Monday in January in each 
year. The assessment is completed by the ist 
day of April. 


General property taxes (first half) are delinquent 
if not paid to county treasurer annually before 
this date, and penalties are imposed. 


Income tax returns based on calendar year must 
be filed with {State Board of Assessment and 
Review on or *efore this date. Also, all income 
taxes amounting to $10 or less and one-half of 

| all income taxes over $10 must be paid to State 

Board of Assessment and Review on or beiore 
this date. 


Pipe line companies file annual property tax report 
with State Board of Assessment and Review on 
or before this date. 

| Railroads and motor carriers file annual 
report with Board of Railroad 
on or before this date. 

Railroads file annual property tax report 
State Board of Assessment and Review 
before this date. 

Retail sales tax terminates as of this date (unless 
extended). 

| April—First Monday——— Tay 
Property tax.—Local board of review meets on this 

date to hear complaints and adjust assessments. 

April 6 
Cold storage plants make quarterly return to De- 

partment of Agriculture on or before this date. 

April 20 


financial 
Commissioners 


with 
on or 








| Last day to file quarterly retail sales tax return 
with and to pay quarterly retail sales tax to 
State Board of Assessment and Review. 

| 

KANSAS 
| April 1—— , ; 
Motor vehicle registration fees reduced to 75 per 

cent. 





Second Monday 








State Tax Commission convenes for assessment of 
telephone, telegraph, pipe-line and electric powe: 
} companies. 
April 10 ; 
Oil inspection reports due. 
April 15 
Butter manufacturers’ tax due. 


Ice cream manufacturers’ tax due. 

Income tax return and first installment of tax for 
calendar year corporations due. 

Motor 











carrier reports and fees due and lien 
attaches. 
April 20 
Property tax returns of motor carriers and car 
companies due. 
April 25 
| Gasoline reports and taxes due. 
KENTUCKY 
| 
April 1—— 
Assessment books and tax bills for city taxes in 
cities of the second class are delivered to the 
| auditor on this date. 
Assessment date for property in cities of the 
fourth class. 
Motor vehicle common carriers annual reports 
due. 
Tax bills for city taxes in cities of the second 


| April 15 


| April 5 


class are delivered, by the auditor, to the treas- 
urer on this date. 





Employment agency reports due. 


April 10 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 

Monthly excise tax report of blenders and recti- 
fiers of distilled spirits and excise tax due. 

Refinery monthly report due. 








Monthly sales tax report showing total gross re- 
ceipts made during March and tax due. 

Motor carrier mileage tax due. 

Motor carrier operators’ reports due. 


April 20 
Crude petroleum transporters’ 
Oil production tax due. 





monthly report due. 








tric, street and interurban railroad company 
assessments. 
April 25 
Gasoline dealers’ reports and taxes due. 
April 30——— 
Steam railroad companies subject to forfeiture of 


charter for failure to report to Public Service 
Commission. 


April 30 
All licenses granted in cities of the third class 
expire. : 
Gasoline reports (except refinery reports) and 
taxes due. 
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LOUISIANA 
April 1—— ‘ : 

Carrier, telephone, telegraph, and pipe line prop- 
erty tax returns due. 

Cotton futures reports due. 

General property tax returns due (except Parish 
of Orleans). : 

Railroad car report for property tax delinquent. 


pril 5 
Wholesale fish dealers’ report due. 
April 10 
Auctioneers pay quarter annual tax 
New Orleans. 
Oyster vessels’ reports due. 
Parish gasoline tax reports and tax due. 
Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 
Reports of imported gasoline due. 
April 15 
Carrier’s report of alcoholic beverages transported 
due. 
Carrier’s report of gasoline transported due. 
Wholesalers of dairy and beef products 
slaughterhouses reports and taxes due. 
April 20 
Alcoholic beverage tax reports and taxes due. 
Gasoline tax report and taxes due. 
Kerosene tax report and taxes due. 
Luxury (sales) tax return and tax due. 
April 30 
Oyster severance tax due. 
Public utility license tax report due. 
Severance tax reports by purchasers and dealers 





A 





in city of 





and 








due. 
Severance tax reports of gross production and 
taxes due. 
MAINE 
April 1—— 


Amount of tax to be assessed to railroad and street 
railway companies determined on this date. 

Auxiliary state forests tax due this date when 
legislature is in session. 

First day to file railroad and street railway com- 
pany tax reports. 

First day to file telephone and telegraph company 
tax reports. 

Gasoline tax due. 

Itinerant vendor local licenses renewable. 

Local business licenses expire this date next fol- 
lowing date of application. 

Personal property (except stock in trade) assessed 
as of this date. 

Small loan agency monthly reports due. 

Tanners’ lists due. 

Taxes on real estate assessed as of this date. 








April 2 

First day to file express company reports. 
April 10 ; 

Inspection fees for packing of food due. 
April 15 





Gasoline tax sales report due. 

Last day to file railroad and street railway com- 
pany tax reports. 

Last day to file telephone and telegraph company 
tax reports. 

Sardine packing license fee due. 





MARYLAND 
April 5 
Last day to file cold storage warehouse monthly 
report. 


Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 

April 10 
Last day to file monthly statement or declaration 

of insurance brokers, agents or solicitors. 

Monthly =_ receipts (sales) tax reports and pay- 
ments due, 

April 15 
Licenses to tong oysters expire. 
Milk control fees due. 

April 25 
Licenses to pack oysters expire upon 

and renewal fees are due. 

April 30 
Last day to file beer tax report and pay tax on 

beer sold during preceding month. 

Last day to file dealers’ report and pay tax on 
gasoline sold or used during next preceding cal- 
endar month. 

Last day to pay cosmetics tax. 

Che following licenses expire upon this date and 
renewal fees are due: 

Outdoor advertising; Alcoholic beverages. 











this date 





MASSACHUSETTS 
April 1 


Slaughter house license fees due during April. 
April 10 








Alcoholic beverage excise tax return and tax due. 
public employees 


een returns regarding 
ue, 











STATE TAX CALENDAR 


Return of domestic and foreign corporations and 
affiliated domestic and foreign corporations not 
taxed on consolidated net income for excise 
(income) tax due. 

Return of security dealers due. 

Return of shipowners due. 

Return of public utility corporations due. 

April 15 

Cold storage warehouse reports due. 

Motor fuel distributors’ return and tax due. 

April 30 

Firearms license fees due. 

Return and license fee for establishments contain- 
ing explosives and combustibles due. 

Soft drink parlor license fees due. 











MICHIGAN 
April : 
Assessment date for timber, logs, ties, poles, etc. 
April 1 





Annual report and gas lines to Public Utilities 
Commission due. 

Chain store tax and renewal of license due. 

Commercial fishing license expires. 

Commercial forest reserves withdrawn or declassi- 
fied before this date subject to general property 
taxation for the year. 

Ice cream manufacturers’ license must be renewed. 

Severance tax and reports due. 

April 5 

Gasoline common carriers’ statement due. 

Second Monday 

Lists of property may be filed with assessors until 
first Monday of June. 

Taxable situs of property fixed. 

April 10 

Common and contract carriers’ 
due. 

Fur dealers—last day to make monthly report. 

Third Monday. 

State Board of Assessors reviews public utility 

assessments and hears complaints. 











monthly report 











April 15 
Monthly sales tax return and tax due. 
April 20 
Gasoline.—Wholesale distributors’ statement and 
tax due. 
MINNESOTA 
April 1 





Auditor obtains lists of all Government and rail- 
road lands becoming taxable. _ ; 
Last day to file annual corporation (foreign) re- 
port. P ‘ 
Nursery stock inspection fee due. 
Quarterly installment of property 
optional. - 
Railroads receiving land from the Government 
shall make a report of such lands sold. 
April 5 
Cold storage warehouse reports due. 
April 10 
Liquor reports of wholesalers, brewers and dis- 
tillers due. iit 
Live stock commission merchants’ reports due. 
April 15 
Gasoline tax and fees due. 
Interstate carriers truck mile tax and report due. 
Oil inspection fees due. i 
State auditor certifies to county auditors all Gov- 
ernment and railroad lands becoming taxable. 
Fifteenth Secular Day 
Warrants for distress and sale of delinquent per- 
sonal property may issue. 
April 16—— 7 
— of commercial 
ue. 
April 20——__. 
Common carriers’ liquor reports due. 


taxes due— 














fishing in certain lakes 


MISSISSIPPI 
April 1—— 

Admission (amusement) tax and report is 
between the Ist and 10th of each month. 
Car corporations must file a property return on or 

before this date. 

Every person shall deliver to the tax assessor a 
list of his taxable property on this date. 

On or before this date the collector shall mail to 
each privilege taxpayer holding an annual license 
and whose license will expire in May a notice 
thereof and a renewal blank. 


due 


Oyster packers and canners file sworn statement 
on this date as to the number of barrels of 


oysters purchased and caught during the pre- 
ceding month. 

Oyster, sea food, etc., monthly inspection tax is 
due on this date. 
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| First Monday—— 
Railroad companies must file a property return 
on or before this date. 
Tax collector proceeds to sell lands on which 
taxes have not been paid and which were ad- 
vertised for sale after February 15. 


| 
| April 5 
| 





Wholesale oyster and sea food dealers file monthly 
report with the State Game and Fish Commis- 
sioner on this date. 

April 10 

Admission (amusement) tax and report is 
between the Ist and 10th of each month. 

Every dealer in motor vehicles required to file a 
— report with the tax collector on this 

ate. 

Motor vehicle monthly mileage tax reports are 
due on or before this date. 

April 15 

Common carriers must file monthly report, on 
this-date, of gasoline and oil delivered by them. 





due 








Distributors and wholesale dealers of gasoline 
re monthly report and pay monthly tax on this 
ate. 

— gross sales tax and report due on this 
ate. 

Retail dealers in gasoline file monthly report on 
this date. 

MISSOURI 
April 1 





Bee owners’ registration fee due. : 
Report of express corporations and gross receipts 
tax due between this date and May 1. 
First Monday ern 
County Boards of Equalization meet, except in 
counties having over 70,000 population. 
Second Monday csi 
Kansas City Board of Equalization holds second 
meeting. 


Saturday after Second Monday ; 
County Board of Equalization adjourns its last 
session for Jackson County. 
Last day for State Board of Equalization to equal- 
ize Jackson County assessment roll. 
April 15 
Gasoline.—Statement of distributors 
due. 
Third Monday 
Sales tax monthly return due. 


State Board of Equalization meets for equaliza- 
tion of railroad, street car, bridge, telephone, 
telegraph, electric light and power, electric 
transmission line, oil pipe line, express, private 
car companies and franchises. 

April 25 
Gasoline.—Tax due. 

—Distributors’ and dealers’ report of gasoline re- 
ceived due. 
—Transporters’ statement due. 

Fourth Monday 

County Boards of Equalization meet to hear com- 
plaints as to increased assessments except in 
counties of 70,000 to 100,000 population. 

April 30 
Manufacturers, wholesalers and dealers tax due. 
Mining statement and inspection fee due. 

Soft drink report due. 

















and dealers 














MONTANA 
April 1 


Annual statement of financial condition of foreign 
corporations must be filed in the offices of the 
county clerk where principal office of corpora- 
tion is located, and with Secretary of State, 
within 2 months from the first day of April. 

Express companies file annual report with State 
Board of Equalization between this date and 
April 30. 

Freight line companies file annual statement with 
State Board of Equalization between this date 
and April 30. 

Oleomargarine dealers’ license fees are due. 

Railroads must file annual property tax return with 
the State Board of Equalization on or before 
this date. 

Taxidermists’ reports are due. 

April 10 

Creameries, butter, cheese, or ice cream factories’ 
reports are due. 

Milk or cream buying stations’ reports due. 

April 15 

Alcoholic beverages: Brewers’ and wholesalers’ 
monthly report and excise tax due. 

Dealers’ monthly gasoline tax and report due to 
— Board of Equalization on or before this 

ate. 

Metalliferous mines license tax report must be 
filed with State Board of Equalization not later 
than this date annually. 

Railroads and common carriers file monthly report 
of gasoline delivered in state on or before this 
date with State Treasurer and State Board of 
Equalization. 
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April 20——- 


- ss aie ; | 
Oil producers’ additional license tax report and 


tax due. 
April 30—— 

Cement dealers, manufacturers, and importers 
must quarterly file license report with and pay 
license tax to State Treasurer. 

Coal mine operators’ and dealers’ quarterly license 
tax and report due to State Treasurer on or 
before this date. 

Express companies must file annual statement with 
— Board of Equalization on or before this 
date. 

Freight line companies must file annual statement 
with State Board of Equalization on or before 
this date. 

Motor vehicle registration, penalties of 10 per 
cent added to applicants after this date. 

Oil producers deliver quarterly license tax report 
to State Board of Equalization on or before 
this date. 

Public warehousemen’s reports are due. 


NEBRASKA 
April 1— 


Annual list of stockholders of foreign corporations 
| 


due. 
Assessment date for property taxes. 


Manufacturers and distributors of alcoholic liquor | 
at wholesale must make a return with the 


Liquor Control Commission between the first 
and fifteenth of each month showing amount 
of liquor manufactured and sold during the 
preceding month. 
Municipal taxes upon real estate in the City of 
Lincoln become a first lien thereon. 
Property reports of railroads to county clerks due. 
Quarterly reports from game and fur farms due. 
April 5—— 
Reports of public grain warehouses due. 
April 
Pa report of cold storage warehouses due. 
pril 10 
Employment agencies’ reports due. 
Railroad monthly reports of passes due. 
April 15 
—— list of stockholders of foreign corporations 
ue. 
Gasoline carriers’ reports due. 
Gasoline dealers’ reports and taxes due. 
Property schedule of railroads due. 
a and taxes of retail imitation butter dealers 


April 20 
Property reports of car companies due. 
Property reports of sleeping car companies due. 
Railroad car reports due. 

April 30 
Licenses of insurance agents or brokers expire. 














NEVADA 
April 1—— 
Petroleum products report and fees due. 
Quarter for certain county licenses begins. 
First Monday 





Ten days later, affidavits of tolls for roads and 


bridges due. 

April 15 

Gasoline (motor vehicle fuel) dealers’ and users’ 
reports and taxes due. 





NEW HAMPSHIRE 

April 1 

Annual license expires and fee due. 
Annual license fee due. 





Annual license fees of insurance companies and 


agents due. 


Annual return and fee of every business corpora- 


tion due. 
Assesssment date. 
Gasoline distributors’ monthly tax due. 
Motor vehicle registration expires on this date. 


Personal property in unorganized places on this 
date taxed to owner at residence if not already 


taxed. 
April 10 





Monthly beverage report and fee of on-sale and 


off-sale permittees due. 


Monthly report of agents of unlicensed fire insur- 


ance companies due. | 
Monthly report of foreign 
wholesalers of beverages due. 


Monthly report of manufacturers and wholesalers 


of beverages due. 
April 15 





Inventories of taxable estate shall be filed by cor- 


porations with the selectmen or assessors. 
Monthly report of gasoline distributors due. 
April 25 
Quarterly report due. 
April 30 
Beverage permits expire. 








Selectmen and assessors are authorized to receive 
inventories of corporations prevented by acci- 
rom making a return on or 


dent or mistake 
before April 15. 


April 1—— ; sf 
Dealers in commercial fertilizers file statement 


On or before this date distributors pay gasoline 


April 5 
Cold storage warehouses file report. 

April 10—— . 
Operators of interstate busses file monthly state- 


April 15 
Reports due from 


April 30-——— ; 
Distributors of motor vehicle fuel file monthly re- 


Transporters of gasoline must, 





First Monday. 


April 15- : 
Gross income (occupational) taxes and reports due. 


April 20 


April 25 


April 1 


April 5 


April 15 


manufacturers and 


April 25 


April 30 








rib 
y 


TAX MAGAZINE 






NEW JERSEY 


and pay inspection fee. 


tax. 





ment on or before this date. 


Operators of motor busses within the limits of a| April 2 


“municipality” file a statement and pay the 
gross receipts tax on or before this date. 





manufacturers, distributors, 
transporters, storers, warehousemen and import- 
ers of alcoholic beverages. 


ports on or before this (last business day of 
month) date. 

within 30 days 
after the close of each month, furnish a state- 
ment, to the State Tax Commissioner of all de- 
liveries to points in New Jersey. 


NEW MEXICO 


April 1—— 


Income tax information return due. : 
Private car property tax returns due between this 
date and June 1. 





County Board of Equalization meets on this date 
to correct the assessment roll. 





Income tax returns and 


rst quarterly payment 
due. 





Motor carrier reports and taxes due. 
Pipe line license fees due. 





Gasoline distributors’, retail dealers’ taxes and re- 
ports due; taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due; carriers’ reports due. 


NEW YORK 





— half of New York City real property taxes 

due. 

Franchise tax on transportation and transmission 
companies due and payable on this date, or 
within 30 days of date of notice of assessment. 

Last day for real estate, holding, and co- operative 
agricultural corporations to pay franchise tax. 

Lien date for first half of New York City real 
property taxes. 

Lien date for state, county, town and town district 
taxes in Westchester County. 

Shell-fish grounds tax due. 

Tax due on all premiums written on risks in New 
York by foreign insurers. 





Cold storage warehouse monthly report due. 





Last day for making return and paying personal 
income tax without penalty (where return is 
made on the basis of the calendar year) by 
persons, partnerships, fiduciaries, and withhold- 
ing agents subject to the provisions of Article 
16 of the Tax Law. If returns, other than by 
withholding agents, are made on the basis of 
the fiscal year, they are to be made and the 
taxes paid to the Tax Commission on or before 
the fifteenth day of the fourth month following 
the close of the fiscal year. 

New York City Personal Property 
due and tax payable. 

~_ York City Retail Sales Tax return and tax 

ue. 

Unincorporated business tax returns due. 

Upon written application by real estate, holding, 
and cooperative agricultural corporations subject 
to franchise tax, tax commission may extend 
time in which to make report, but not beyond 
this date. 

Upon written application to tax commission, said 
commission may, in its discretion, extend filing 
time of transportation and transmission com- 
panies until this date. 


Tax returns 





Last day to file New York City public utility 
Excise Tax monthly return and pay tax. 





Filling station licenses expire. 

Last day to pay state, county, town and town 
district taxes in Westchester County without 

penalty. 


April 10 


April 15 


April 16 
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NORTH CAROLINA 


April 1—— 


First day to file general property tax return. 

Oyster dealers’ licenses in New Hanover, Onslow 
and Pender Counties expire. 

Personal property held in trust listed for 
as of this date. 

Property, real and personal, 
date. 

Quarterly reports of installment paper dealers due. 

Tax liens attach to railroad property. 


taxation 


assessed as of this 





Penalty of 3 per cent accrues on property taxes. 





Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 
Ice cream manufacturers’ reports due. 





Gasoline tax refund application for preceding quar- 
ter due. 

Gross sales return and tax due on or before this 
date where sales are reported on a monthly 
basis. 





Penalty accrues for failure of warehouses and 
co-operative marketing associations to file prop- 
erty return. 

April 20 

Gasoline tax and report due. 

April 30 

Annual brewery license expires on this date. 

Annual license for alcoholic beverage salesmen ex- 
pires on this date. 

Annual license of bottlers expires on this date. 

Annual license to sell alcoholic beverages at whole- 
sale expires on this date. 

Annual license to sell alcoholic beverages on rail- 
road cars expires on this date. 

Last day to file property tax return (unless other- 
wise designated by County Commissioners). 








NORTH DAKOTA 

April 1—— . 
Applications for gasoline tax refunds may be filed. 
Assessment date for property taxes. : 
Assessment lists due on demand of assessor during 

April and May. 

Cigarette stamp tax reports due. 
Oil inspection reports and fees due. 
Tractor fuel oil report and fee due. 

April 6—— 
Cold storage warehouse reports due. 

April 10 ; 
Grain warehouse reports delinquent. 
Oil inspection fees delinquent. 
Tractor fuel oil fees delinquent. 

April 15 
Gasoline reports and taxes due. 

Interstate motor carriers mileage report and taxes 
due. 

April 20—— 

Retail sales tax quarterly return and payment due. 
Surety liable on oil dealers’ bonds. 

April 30 ; : 
Cream station and dairy monthly reports due. 
Grain warehouse reports due. 














OHIO 
April 5 
Last day for employment agencies to file monthly 
report. 
April 6—— 


Last day for cold storage warehouse corporations 

to file report. 
April 10—— 

Admissions tax reports and payments due. 

Alcoholic beverage tax reports due. 

Last day for payment of fifth installment of real 
property and public utility real and tangible 
personal property taxes, if paid in ten install- 
ments. 

Day Preceding 2nd Monday 

Day on which state tax lien attaches to real proj 
erty. Date of taxable status. 

Second Monday. 

Reports of damaged or destroyed property may be 
made until October 1. 

April 15 

Monthly reports of unregistered dealers in moto 
vehicle fuel due. 

Use tax returns and payments due. 

April 20 

Last day without penalty for dealer to report sales 
or taxable use of motor vehicle fuel during pre- 
ceding calendar month. 

Private motor carriers’ monthly report and emer- 
gency tax due. 

April 30 

End of year for which taxable gross earnings are 
assessable for gas, electric, heating, cooling, 
messenger, signal, pipe line, union depot, water 
transportation and water works corporations. 
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Gasoline tax for preceding calendar month due. 

Last day to file monthly fishing report. 

Sales tax—quarterly report due. 

‘Time for report by owner of exempt forest land on 
timber removed year ending March 31, for pur- 
pose of tax on value of timber so removed as 
condition of exemption. 

Transportation companies, including pipe lines, 
report all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 


OKLAHOMA 

April 1——_ 

Excise tax on petroleum report and tax due. 

Gross preduction tax and report on oil and gas 
due. 

Penalty accrues for failure to register motor ve- 
hicle. 

April 5 i 
Reports from mines (other than coal) due. 

April 10 ; ; Sas 
Report and tax of wholesalers of non-intoxicating 

alcoholic beverages due. ; gi 
Report of manufacturers of non-intoxicating alco- 
holic beverages due. 

April 15- é ; 
Gas pipe line reports of daily meter readings due. 
Gasoline taxes and reports due. ; : 
Mileage report and tax of motor vehicle carriers 

due. 


April 20—— 
Monthly sales tax and report due. 
Reports from coal mines due. 


April 30—— 
Cotton manufactories 
return and tax due. 
Fur dealers’ reports due. 
Gross production tax and report on asphalt and 
ores due. 
Quarterly report of purchasers of oil and gas due. 











gross production quarterly 


OREGON 








April 1 
Annual fish report is filed with the 
warden on this date. . 
Each insurance adjuster must annually, on or be- 
fore this date procure a license from the insur- 

ance commissioner. 

Excise (income) tax may be paid in two instal- 
ments, each consisting of %4 of the total amount 
of the tax. First instalment due at time fixed 
for filing excise (income) tax return—April 1st 
in the case of corporations paying tax based on 
calendar year, or 90 days after expiration of the 
fiscal year in the case of corporations paying 
on a basis of fiscal year. 

Ilalf of intangibles and personal income tax (first 
instalment) due on or before this date. 

Intangibles and personal income tax returns based 
on calendar year are due on or before this date. 

Last day for calendar year corporations to file ex- 
cise (income) tax return with the State Tax 
Commission. 

Motor carriers’ report filed with public utilities 
commission. 

Public utilities file report and pay fee to public 
utilities commissioner on or before this date an- 
nually. 

Special motor carriers’ monthly fee due. 

Surplus line insurance agents file statements on 
or before this date with the insurance commis- 
sioner. 

Surplus line insurance agents licenses expire on 
this date. 

April 1-May 15—— 

Bank property tax statements are filed between 
these dates with county assessor. 

April 10 

Oil well license tax and report 
this date to county treasurer. 

April 15 

Fish poundage fee and report and meat dealers’ 
report due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

Public utilities property tax returns are filed with 
the State Tax Commission on or before this date. 

April 20 

Alcoholic beverage excise tax and report due. 

Motor carrier’s tax due on or before this date. 





master fish 


’ 





due on or before 








PENNSYLVANIA 

April 1 . 

Applications to renew retail malt beverage licenses 

which are scheduled to expire on May 3lst 

should be filed on or before this date. 

In cities of the second class, the first quarterly 
installment of taxes becomes delinquent. 

April 6 

Quarterly report of cold storage warehouses due. 














STATE TAX CALENDAR 


































































































April 10—— 


Amusement tax monthly reports and payments 
due. 

Liquor importers’ reports to Department of Rev- 
enue due. 


Malt beverage tax reports to Department of Rev- 
enue due. 
April 15 
Corporate net income tax returns on calendar year 
basis due together with not less than one-half of 
tax payment. 
Liquor manufacturers’ reports and taxes to De- 
partment of Revenue due. 
April 30-—— 
In cities of the second class, the second quarterly 
installment of taxes becomes delinquent. 
Last day for 1 per cent discount on 
taxes in cities of the third class. 
Mercantile license tax year expires on this date. 
Milk dealers’ licenses expire. 
Monthly reports and tax payments of distributors 
— carriers of liquid fuels (for preceding month) 
ue. 
Theatrical exhibition licenses expire. 





property 


RHODE ISLAND 





April 1——_ 
Analysis fee due. ; 
Ratable_ personalty taxable in town where owner 
lives for larger portion of year preceding April 1. 
April 10—— ’ 
Gasoline distributors’ monthly tax due. 
April 15 


Gasoline distributors’ 





monthly report due. 


SOUTH CAROLINA | 
April 1—— 

Alcoholic beverage permittees commencing busi- 
ness between April 1 and June 30 pay only 
three-fourths of the permit fee. 

Chain store license report and tax are due on or 
before the Ist day of April. Tax is paid to 
State Tax Commission. 

Every domestic corporation is required to pay, on 
or before the first day of April in each year, an 
annual license fee (franchise tax). 

April 1-10 

Admissions to amusements return and stamp tax 
due between these dates. 

Power tax and report of public utiilties due be- 
tween these dates. 

April 4 

Fisheries monthly stamp report due not later than 
this date. 

April 5 

Fishing license tax report is due within 5 days of 
the end of each calendar month. 

Oyster or clam shuckers stamp report must be 
mailed on or before the 5th day of each suc- 
ceeding month. 

Sturgeon, caviar or shad dealers file a report within 
5 days of the end of each month. 

Tobacco warehousemen required to file statement 
on or before the Sth day of each month. 

April 10 

Terrapin dealers report is rendered on or before 
this date. 

April 11 

Chain store tax is delinquent if not paid within 
10 days after same becomes due. 

April 20 

Gasoline tax and report of dealers, distributors, 
iniporters and storers due on or before this date. 























SOUTH DAKOTA 
April 1 
Corporations and individuals file net income tax 





April 5 


April 15 


April 20 


April 30 
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Quarterly report of oils and volatile substances 


due on or before this date. 





Last day on which to file quarterly report of oils 
and volatile substances. Report is filed with the 
Comptroller of the Treasury. 





Business corporations, manufacturers, financial in- 
stitutions, insurance, investment, cemetery and 
miscellaneous corporations file property tax re- 
turn not later than this date. 





Certificates of registration of alcoholic 


beverage 
dealers expire annually on this date. 


TEXAS 





April 1 . 
Car companies’ public utility report and tax due. 
Cigarette tax.—Wholesale dealers’ report of drop 
shipments due. 

Express companies’ public utility report and tax 
due. 

First day to file application for renewal of ve- 
hicle and chauffeur’s licenses. 

Freight car companies’ public utility report and 
tax due. 

Gas, light, power and water companies’ public util- 
ity report and tax due. 

Last day to file sworn inventory of property with- 
in city limits. 

Railroad rolling stock reports to county of principal 
office due. 

Report and tax of commercial agencies due. 

Report and tax of textbook publishers due. 

Report of emigrant agents due. 

Sulphur production report and tax due. 

Telegraph companies’ public utility report aud tax 
due. 

= companies’ public utility report and tax 
due. 

Terminal companies’ public utility report and tax 
due. 

April 15 
Cigarette tax.—Wholesale dealers’ report of drop 

shipments due. 

April 20 
Gasoline taxes and reports due. 

April 25 Patan 
Monthly report and tax of cement distributors due. 
Natural gas production report and tax due. 

Oil production reports and taxes due. 

April 30 s ’ 

Last day to list property for taxation. 

Oil carriers’ report due. 

Oil production report of oil withdrawn from stor- 
age due. _ 

Railroad rolling stock report due to counties other 
than that of its principal office. 




















UTAH 
April 1 
Gasoline distributors’ and retailers’ license fees 
due. 
April 5 
Monthly report of cold storage warehouses due. 
April 10—— 


Carriers’ report of motor fuel deliveries due. 

Monthly report of dealers and manufacturers of 
alcoholic beverages due. 

April 15 

Annual statement 
quired. 

Gross ton mile return and fees due on commercial 
motor vehicles. 





of taxable estate may be re- 





return and pay first installment of tax within 90 
days after close of tax year. Second installment 
due on or before six months after filing return. 

E.gg dealers’ license fees due. 

Private car line taxes delinquent. 

Revocation of licenses of foreign corporations for 
failure to file reports. 

Warehouse reports due. 

April 10 
Employment agency reports due. 
Motor carrier reports and taxes due. 

April 15 
Gasoline reports and taxes due. 

Inspector of petroleum products may require re- 
port. 
Sales tax—monthly report and tax due. 








TENNESSEE 

April 1 

Insurance agents’ report is due on or before this 

date each year. 

Last day for public utilities to pay annual inspec- 
tion and supervision fees. 

Public utilities (owners) file property tax return 

on or before this date biennially, in even years. 








Monthly gasoline tax and report due. 
Sales tax and return due. 


VERMONT 





April 1 
Annual license tax of corporations.—Returns 
must be filed with State Treasurer and Com- 
missioner of Taxes and tax must be paid to 
State Treasurer not later than this date when 
time is extended by Commissioner of Taxes. 

Annual license tax must be paid by domestic cor- 
poration before this date or it ceases to exist. 

Creameries, cheese factories, condensaries and re- 
ceiving stations license fee due. 

Foreign corporations must obtain extension of au- 
thority to do business from Secretary of State 
on or before this date. 

National bank deposits taxed. 

Quarterly reports of creameries, cheese factories, 
condensaries and receiving stations due within 
five days from this date. 

Real and personal estate appraised as of this date. 

Report of national bank deposits to Commissioner 
to be made within twenty days. 
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April 15-—— 

Corporation income (franchise) tax returns based 
on calendar year must be filed with the Com- 
missioner of Taxes within 30 days of the date 
that any corporation should have filed a return 
with the United States Treasury. First quar- 
terly instalment of the tax is paid to the Com- 
missioner at time of filing report. 
































































31 due. 

Half of taxes levied on 
or transportation 
December 31 due. 


domestic 


steamboat, car 
companies for 


period ending 


period ending December 31 due. 
April 20 
‘Tax inventory of individuals and corporations due. 
April 21—— 
Report of national bank deposits due. 





VIRGINIA 
April 1 

Certificate of title to motor vehicle common car- 
riers presented annually on or before this date 
with any changes made. 

Milk, cheese and ice cream stations and factories | 
register. 

Milk, condensed milk, ice cream and cheese fac- 
tories or stations to register on or before this | 
date. 

Motor 
due. 

Vehicle registration renewable. 

April 1-April 10 

Medicine, salve, 
due. 

Oyster purchaser’s inspection fee due. 

April 1-April 11——— 

Oyster barrelers’, shuckers’ and packers’ reports | 

due April 1 or within 10 days thereafter. 
April 10 

Beer excise tax and report of beer sold during 

previous month due on or before this date. 





vehicle carriers’ road tax and appraisal tax 


liniments, etc., vendors’ reports 





content excise tax and report of beverages sold 


during previous month due on or before this 
_ date. 
‘Tobacco warehouse report due. 
April 15—— 


Annual income tax report on calendar year basis. 

Any officer of a corporation who makes a fraudu- 
lent return with intent to defeat or evade pay- 
ment of income taxes is liable to a penalty of 
not more than $1,000 for failure to file report 
within required time. 

Corporations which fraudulently or with a view 
to evade the payment of proper taxes fail to 
file a list of income or list same at less than 
true value pay a penalty of 100 per cent of 


Ilalf of railroad taxes for period ending December | 


Half of taxes levied on telephone companies for 





| 


| 
| 
| 


| April 30 


Beverages of not more than 3.2 per cent alcoholic | 





such unpaid taxes. Listing income at 50 per 
cent or less of actual value is taken as prima 
facie evidence of intention to evade taxes. 

Final day to use license plates of motor vehicles, 
trailers and semi-trailers of previous year with- 
out penalty. 

Information income tax returns due on or before 
this date. 

Penalty not to exceed $100 to be paid to State by 
any corporation failing to make any income re- 
port or return within time required. 

April 20 

Gasoline statement and tax due. 





WASHINGTON 
April 1 

Commercial fertilizers license fees due. 

Express company reports due April 1-30. 

Fish hatchery reports due. 

Fur dealers’ reports due quarterly. 

Game farm reports due. 

Reports and fees of common carriers, gas, electric, 
water, telegraph, telephone, wharfinger and 
warehouse companies to Department of Public 
Works due. 

First Monday 

Migratory livestock driven into any county 
this date liable to taxation. 

April 15 

Auto transportation company reports and fees to 
Director of Public Works due April 1-15. 

Butter substitutes reports and taxes due. 

Compensating tax and return due. 

Gasoline reports and taxes due. 








after 








Express company reports due April 1-30. 


WEST VIRGINIA 
April 1—— 
First day to file foreign and non-profit corpora- 
tion annual reports. 
General property returns of public service corpora- 
tions due on or before this date. 
Public utilities’ 
installment thereof) on calendar year basis due. 
April 10 
srewers’ and beer 
and excise tax due. 
Petroleum dealers’ reports due. 
April 15 
First day for auditor to notify foreign corpora- 
tions of the amount of the license tax due. 
Retail sales tax and return due. 
April 30 
First quarterly report and 
and occupation tax due. 
Gasoline tax and reports due. 





distributors’ monthly report 








payment of business 


Last day to file foreign and non-profit corporation | 


annual reports. 


| 
report and privilege tax (or first 
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WISCONSIN 





April 1 

Annual license tax on canneries due. 

Annual license tax on condensaries due. 

Last day to file annual report of domestic corpora- 
tions (but see June 1, when tax is actually de- 
linquent). 

| Last day to file annual report of foreign corpora 
tions. 

| Motor carrier quarterly flat tax due. 

| Owners of lead and zinc bearing lands file return, 

Owners of lead and zinc bearing lands must fur- 
nish verified statement annually. 

Reports by street railway, light, heat and powe: 
and conservation and regulation companies due. 

April 5 ‘ 

Monthly report of cold storage warehouse due. 

Alcoholic beverages monthly reports due. 

Oleomargarine license tax report due. 

| April 15 v 

Motor carrier flat tax quarterly reports due. 

April 20 : 
Gasoline dealers must file monthly report and pay 
tax. 
Fourth Monday 
rhe county treasurer shall make a statement of 
delinquent tax lands as of that date. 
April 30 : ; 
Transportation company gasoline tax reports due. 
Privilege dividend return and tax due. 

















WYOMING 

April 1 

Assessment of property of telegraph and telephone 
companies. : : 

Banks, loan or investment companies must make 
a report to the assessor of names of shareholders 
and shares held January 1. 

Personal property assessed as of its location on 
this date where its location has changed since 
February 1. 

Pipe line companies are required to submit a list 
to the state board of equalization. 

Public utilities’ statement to the state board of 
equalization due. 


|} Statement of telegraph and telephone companies 
due. 


Statement of water stored for use in another state 
due. 
April 10 
Carriers’ monthly gasoline tax and report due. 
April 15 ; 
Monthly gasoline tax and report due. 
Sales tax return and payment due. 












































Significant Decisions of the 
Board of Tax Appeals 


Allocation of Income.—Commissioner’s action in not al- 
locating one-half of decedent’s taxable income to his wife on 
the ground that it was derived from community property is 
sustained for lack of proof. No evidence was presented 
in support of allegation in petition that certain property 
was purchased with community funds realized by decedent 
and his wife while residents of the State of Texas. 

Hill dissents, without written opinion. Arundell concurs 
in result reached on the second issue but not in the reason- 
ing by which it is reached. His opinion is to the effect 
that as in the Hewitt Realty case, 76 Fed. (2d) 880 [353-A 
CCH § 9296], surrender of premises upon which lessee has 
made improvements does not produce income to the lessor 


until its subsequent sale. Sternhagen, Tyson, and Harron 
agree with this concurrence.—Loutse C. Slack and II’. B. 
Merwin, Exrs., Estate of A. B. Slack v. Commissioner, Dec. 


9551 [CCH]; Dockets 72404, 78525. 

Basis for Gain or Loss—Property Acquired Prior to 
March 1, 1913.—In computing the gain on the sale of real 
estate in 1930, taxpayer, in order to utilize the March 1, 
1913, value of the property, where this value is greater 
than cost, must prove such value. [From the opinion:] 
“This the petitioner has failed to do, and it matters not 
that the proof was too difficult. The Commissioner has 
given him a basis higher than original cost by $2,400, and has 
computed depreciation on the building to a figure which 
the petitioner does not dispute. This has not been shown 
to be in error.’—Frank J. Digan v. Commissioner, Dec. 9548 


[CCH]; Docket 77529. 


Capital Gains—Benefits Denied.—Capital gain benefits 
are denied as to the profit on the sale in 1927 of stock in 
a new corporation acquired as part payment for stock of 
an old corporation, the holding period of the old stock not 
being applicable to that of the new stock since its acquisi- 
tion represented a sale and not a tax-free reorganization. 
Prior to August, 1925, petitioner Berch owned all the 
stock of holding company B, which owned 20 per cent of 
the stock of holding company C, which in turn owned all 
the stock of two operating companies. All the stockholders 
of C gave to outside interests an option to purchase for 
cash all the stock of the operating companies. Corpora- 
tions C and B were liquidated in that order and Berch 
thus acquired 20 per cent of the stock of the operating com- 
panies. The cash to purchase the stock was deposited by 
the outside interests. The holders of 80 per cent took all. 
cash; Berch took part cash and part stock in a new cor- 
poration which acquired all the stock of the operating 
companies. In July, 1927, Berch sold some of the stock ot 
the new corporation. It is held that in the above trans- 
action there was no reorganization to which holding com- 
pany B was a party. In so far as it was concerned, the 
plan was one to sell its interest in the operating companies 
for cash. Consequently, its liquidation and distribution of 
the operating companies’ stocks to Berch were not tax-free 
transactions, and he may not, under the capital gain pro 
visions, add to the period August, 1925, to July, 1927, any 
of the prior period in which he owned the stock of the 
holding company B.—S. H. Berch v. Commissioner. Rose 


Berch v. Commissioner, Dec. 9567 [CCH]; Dockets 64746, 
64747. 


(Continued on page 184) 
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Progress is Keynote of First Annual 
Report of the Social Security Board 


HE value of the Social Security Act as a means 

of attacking certain forms of insecurity con- 
spicuous in modern life is demonstrated in the first 
annual report of the Social Security Board. In its 
brief existence, measurable progress has been made 
in affording greater security to millions of men, 
women and children. 

Progress in establishing a national program of 
old-age benefits, in developing state systems of un- 
employment compensation, and in providing assist- 
ance to the aged, to the blind, and to dependent 
children through Federal and state cooperation 1s 
cited in the report. 


The report states that over 22,000,000 applications 
for benefit accounts have already been received. In 
the matter of unemployment compensation 18,000,000 
workers are now covered by the laws of 35 states and 
the District of Columbia, which have been approved 
by the Social Security Board prior to January 1 
of this year. 

With all but seven states participating in one 
or more of the public assistance programs set up 
by the Act, approximately 1,500,000 persons were by 
January receiving regular cash payment from Fed- 
eral and state funds. 

The report explains that unemployment compen- 
sation laws are today, in effect, “experimental work- 
shops” in which a variety of plans are being tested. 
The Board serves as a clearing house of informa- 
tion for the states, and, together with the states, 
is engaged in a continuous process of evaluation. 

The old-age benefits program which will soon be- 
come the largest activity of the Social Security 
Board has been in its preliminary stages, but three 
primary objectives are set up in the future program: 
(1) payment of benefits to qualified persons as a 
matter of right rather than on the basis of need, 
(2) budgeting the cost of old-age annuities to mil- 
lions of persons according to an orderly plan which 
will affect a wise distribution between present and 
future payments, and (3) provisions of larger and 
more stable incomes in old age for many individuals 
who have had little economic security in the past. 


The establishment of a “reserve system,” as 
against a possible “pay-as-you-go system” financed 
out of current taxation, cannot be considered apart 
from the fundamental theory of the plan, with its 
close relationship between earnings and benefits. 


Roswell Magill Again on 
Treasury Staff 


OSWELL MAGILL, former Professor of Law 

at Columbia University, whose nomination to 
the office of Under-Secretary of the Treasury was re- 
cently confirmed by the Senate, will be the Treasury 
Department’s representative in all internal revenue 
and taxation matters. Succeeding Thomas Jefferson 
Coolidge whose resignation was accepted by the 
President more than a year ago, Dr. Magill’s forceful 
personality and shrewd knowledge in the field of 
public taxation adds another exceptional force to the 
Department’s personnel. 

On two previous occasions Dr. Magill has served 
the Treasury Department as special consultant on 
tax legislation and other tax matters. 

From July, 1923, to September, 1924 he was en- 
gaged as special attorney in connection with con- 
sideration of the Revenue Act of 1924 and in the 
preparation of regulations under that Act. In No- 
vember, 1933, he was appointed to the post of assist- 
ant to the Secretary of the Treasury on matters of 
tax legislation and in that capacity represented the 
Secretary in hearings before Congressional commit- 
tees having under consideration the Revenue Act of 
1934. Following that session of Congress, he partici- 
pated in a study of the British tax system for the 
Treasury Department and also did research for the 
Joint Committee on Internal Revenue Taxation. 

Dr. Magill is 41 years old and a native of Illinois. 
He was graduated from Dartmouth College in 1916, 
and from the law school of the University of Chi- 
cago with the degree of Doctor of Jurisprudence in 
1920. Thereafter he taught in the University of 
Chicago Law School for two years and established 
a law practice in Chicago which he continued until 
1926. He joined the law faculty at Columbia Uni- 
versity in 1924 and three years later became pro- 
fessor of law in that institution, conducting courses 
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in taxation and civil procedure. He has also been 
consultant on taxation for New York law firms. In 
addition to these activities Dr. Magill is the author 
of a number of books on taxation, the latest of which, 


orn 


Taxable Income,” was published in 1936. 


Probable AAA Legislation 


HE legal staff of the AAA has drafted a law 

which it is hoped will be a means to keep Secre- 
tary Wallace’s “ever normal granary” normal. That 
the bill will be enacted during the current session 
of Congress is generally believ ed. 


According to the Secretary’s plan, in years of sur- 
pluses, high government commodity loans would be 
made to farmers. ‘The “fly in the ointment” so to 
speak is the fact that definite legal power must be 
given in order that production be ‘controlled after the 
loans have been made, in order that great quantities 
of surplus commodities may not be left in the goy 
ernment’s hands should there be a noticeable decline 
in farm prices. 

Federal authority to bring about voluntary pro- 
duction control through condition: il benefit payments 
to farmers, as under the AAA, and absolute authority 
to control production would be sought. 

Three possible avenues for bringing about com- 
pulsory control have been outlined by Secretary 
Wallace: (1) to levy a tax on cotton, wheat and 
corn above a certain quota, similar to the provisions 
of the Bankhead Act; (2) to prohibit interstate com- 
merce shipments above a certain quota; and (3) to 
limit production by a system of state compacts with 


the federal government, thus prohibiting excessive 
production, 


© Ewing Galloway, N. Y. 
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Control legislation probably will 
provide for definite numerical 
measurements which would deter 
mine when each phase of the plan 
would become operative. 

For instance, when production 
of any commodity is slightly above 
normal only a mild form of pro 
duction control would be elicited ; 
but as supplies continue to any 
great extent above normal, drastic 
control should be evidenced. 


High Tax Levels as Aid in 
Retircing Public Debt 
T HAT the maintenance of high 


tax levels during times of pros 
perity not only will aid in the re 
tirement of the public debt, but 
will also serve as a boom deterrent 
was the position taken by Repre- 
sentative Doughton, Chairman of 
the |'ouse Ways and Means Com- 
mittee speaking over a recent radio 
hookup. dV the opposition of im- 
portant tax reductions during 
periods of rising markets and in- 
creased profits, and by the advoca- 
tion of a co-ordinated and simplified 
tax structure through the elimination of conflicting 
levies, Mr. Doughton would prevent the passing on 
of the public debt from one generation to another. 
On the theory that had we refrained from drastic, 
rapid income tax reduction following the World 
War, and that if previous rates had been continued, 
a more satisfactory retirement of the public debt 
would have prevailed and would have served as a 
check on the unbridled speculation of 1929. 








Treasury Receipts of Sales Tax 


Division for 1936 


HE Sales Tax Division of the Bureau of Internal 

Revenue reports a total tax collection of 
$538,835,341, for the fiscal year 1936, which amounts 
to an increase of $47,358,202 over the preceding fiscal 
year. The principal increases in collections were 
those relating to documentary stamps, manufactur 
ers’ excise taxes ’ admissions taxes and the proc essing 
taxes on coconut and other oils. 


Excellent results were obtained in connection with 
the taxes on lubricating oils, gasoline, automobiles, 
tires and tubes, furs, jewelry, mechanical refriger- 
ators, radios and various other articles, processing 
taxes on certain oils and taxes on admissions and 
dues. Assessments totalling $11,127,015 in delin- 
quent or additional manufacturers’ and miscellane- 
ous excise taxes, penalties and interest show an 
increase of $4,999,926 over the amount reported for 
the previous fiscal year. 

Documentary stamp taxes, including those on 
stock and bond issues, transfers, and similar inter- 
ests, deeds of conveyance, sales of produce or mer- 
chandise for future delivery, passage tickets and 
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foreign insurance policies increased from $37,632,684 
for 1935 to $64,160,999 for the fiscal year 1936. 

Seventy-six manufacturers, repackers or importers 
of playing cards were registered during the year and 
47,941,021 packs of cards were manufactured, re- 
packed or imported. Playing cards thus produced 
a total of $4,212,688.67 in taxes for the year. 

Narcotics, including special taxes, produced 
$554,028, which represented a decrease of $26,585 
from the previous year. 


Washington State Utility Tax Invalid 


HE Washington State Utility Tax levied on 

gross income of public utilities for the purpose 
of financing the State Public Works Department re- 
ceived a blow recently when the United States Su- 
preme Court, in full membership for the first time in 
many months, handed down a five to four decision 
on February 1, 1937, in Great Northern Railway v. 
State of Washington, holding that the railroads had 
been charged more than a fair cost of their own 
regulation. 

The statute was not held entirely void, the Court 
ruling that a percentage of gross operating revenue 
may be exacted by the state for the regulation and 
inspection of a public utility, but that where chal- 
lenged as excessive, the burden of proof is upon 
the state to show that the sums exacted are reason- 
able for the services rendered. 

The railroad sought recovery of taxes and interest 
in excess of $25,000 and was granted a decree from 
the Superior Court which held the law invalid. The 
State Supreme Court reversed the decision and up- 
held the law. 

The United States Supreme Court, speaking through 
Mr. Justice Roberts, delivered a majority opinion 
which held that the state had not proved the rail- 
road’s tax reasonable for the services rendered. 

Mr. Justice Cardozo delivered 
the minority opinion to the effect 
that the use of the revolving fund 
as a common pot for the regula- 
tion of public utilities generally, 
irrespective of their general func- 
tion, does not, on its face, create 
a wrong to railroads as a separate 
class. A similar tax is in use in 
the State of Washington with re- 
spect to steamship companies and 
auto transportation companies, both 
of which make use of the revolv- 
ing fund method of administration. 
The opinion maintains further that 
the railroads have failed to assume 
and satisfy the burden that what 
they contributed was more than 
was expended for their account, 
since otherwise the common pot 
may have been a help and not a 
hurt. The state does not collect 
the tax as a trustee for the con- 
tributor, but receives such money 
as an owner and, with it, the 
owner’s right to expend such 
money with no more duty to any 
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particular group of taxpayers than to the public gener- 
ally. Finally, “illegality, if there is any, is to be found 
in the administration of the statute, and not in any- 
thing inherent in its essential scheme and frame- 
work,” which being so, “there must be a showing of 
overpayment not merely possible, but actual, and 
one substantial in amount.” The Chief Justice, Mr. 
Justice Brandeis, and Mr. Justice Stone joined in 
this opinion. 


Public Meeting of Committee on Federal 
Taxation of American Bar Association 


N Saturday, March 20 next, the Federal Taxa- 

tion Committee of the American Bar Associa- 
tion will hold a public meeting at the Hotel Willard 
in Washington. 

The first session, a luncheon at 12:45, will be ad- 
dressed by the guest of honor, Morrison Shafroth, 
Chief Counsel for the Bureau of Internal Revenue. 

The second and third sessions will be at 2:30 and 
8 o’clock, respectively. The speakers at these ses- 
sions are expected to include James W. Morris, 
Assistant Attorney General in charge of the Tax 
Division, whose subject will be “The Work of the 
Taxation Division of the Department of Justice”; 
Eugene Black, Chairman of the United States Board 
of Tax Appeals, whose subject will be “The Work of 
the Board of Tax Appeals” ; and Robert L. Doughton, 
Chairman of the Ways and Means Committee of 
the House of Representatives. There will be open- 
forum discussions at both of these meetings, such as 
have proved successful at the “Tax Clinics” held in 
connection with annual meetings of the Association. 

To enroll as a member of the Tax Clinic, to send 
suggestions for the Committee’s use, to reserve 
juncheon tickets ($1.50 each) or to obtain further 
information, address Robert N. Miller, Chairman, 920 
Southern Building, Washington, D. C. 





© Ewing Galloway, N. Y. 
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State Inheritance Taxes 
(Continued from page 137) 


situs in another state, and the state of business situs 
would not tax it if it had reciprocity laws. 

While there is no immediate danger that such 
a situatior. will arise, nevertheless New York state 
has already modified its tax code so as to provide 
that intangibles having a business situs in that state 
will not be exempt from taxation.”* It is the belief 
of tax authorities however that the movement for 
a model tax statute to meet this contingency may 
safely await further developments. In view of the 
work already accomplished in developing reciprocity 
laws in the various states, we can safely assert that 
a solution of the problem will readily be found with- 
out surrendering the field of inheritance taxation to 
the Federal Government. 


VIII. Conclusions 


HE history of inheritance taxation in the states 
of the United States reveals remarkable progress 
during the last decade. For example, every writer 
on the subject has stressed the unfavorable treat- 
ment of intangibles held by non-residents as the 
principal difficulty in inheritance taxation; but that 
difficulty is now practically a thing of the past. The 
principal evils which still persist are connected with 
the wide variation in the administrative provisions 
among the various states. These difficulties, as we 
have already discovered, are not peculiar to the ad- 
ministration of the inheritance tax alone; they are 
Cf. Chas. L. Lowndes, Harvard Law Review, March, 1932. 
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found as well in the administration of taxes on realty. 
The remedy for these administrative evils lies in 
the transfer of administration from local to state 
authorities. 


Differences in inheritance tax procedure among 
the states which have to do with administrative 
procedure which is technical in character are slowly 
being eliminated through the efforts of the National 
Tax Association which, through an appropriate com- 
mittee, has been working for a decade on the prob- 
lem of enlarging the scope of practical reciprocity 
legislation. 

A final major problem remains to be solved, namely, 
that of substituting an estate tax for the inheritance 
taxes which now prevail in the majority of the states. 
The general principles that we have discussed would 
on the whole apply to either form of death duty. It 
is generally agreed that the inheritance tax is su- 
perior from the point of view of justice and equity 
in measuring the taxable ability of the various classes 
of beneficiaries; on the other hand it is generally 
believed that an estate tax will probably produce 
larger revenue and that it will be relatively simple 
to administer. In so far as the defects of adminis- 
tration are concerned, the choice of either plan is a 
matter of indifference, for the reason that the defects 
are not inherent in the plan of taxation, but in the 
obsolete methods of administration. The National 
Committee on Inheritance Taxation has recom- 
mended the adoption of the estate tax by all the 
states chiefly on account of the alleged greater sim- 
plicity in operation.** 


°3Cf. Report of National Committee on Inheritance Taxation, 1925. 








Court Decisions 
Supreme Court 


Cemetery Lots—Determination of Value.—The Supreme 
Court reverses the Seventh Circuit and affirms the action 
of the Board of Tax Appeals as to the determination of the 
March 1, 1913, value of cemetery lots. The Commissioner 
had determined a value of 23.96 cents per square foot; the 
Board, on the evidence, determined a value of 76.6 cents; 
but the Seventh Circuit reversed the Board and upheld the 
Commissioner's valuation. “This action [by the Seventh 
Circuit], we think, amounted to an unwarranted substitu- 
tion of the Court’s judgment concerning the facts for that 
of the Board. There was substantial evidence * * * to 
support the latter’s conclusion, and in such circumstances 
this must be accepted.” U. S. Supreme Court, in The Elm- 
hurst Cemetery Co. of Joliet v. Commissioner of Internal Rev- 
enue. No. 255. October Term, 1936. 

Reversing decision by the Circuit Court of Appeals for 
the Seventh Circuit, 364 CCH § 9186, 83 Fed. (2d) 4, re- 
versing Board of Tax Appeals memorandum opinion re- 
ported at 361 CCH { 697.4697. 


Income Tax—Res Adjudicata—Beneficial Interests.—T he 
doctrine of res adjudicata is not applicable to a proceeding 
involving the taxability of the 1924, 1925, 1926, and 1929 
income of a testamentary trust to the beneficiary who had 
assigned such income to others after the Circuit Court had 
decided a similar issue for 1923, the Supreme Court having 
denied certiorari. After the 1923 decision, based on local 
law, an opinion and decree of the State court relating to 
the validity of the assignments created a new situation. 


Final decree of a State court holding that a trust was 
not a spendthrift trust and that assignments of the income 
were valid is binding upon the Federal courts. The ques- 
tion of whether the assignor is still taxable on the income 
unde: the federal income tax act is, however, a federal ques- 






tion. It is held that the life beneficiary assignor is not 
taxable after a valid assignment of his income from a trust, 
the assignees becoming the owners of the specified bene- 
ficial interests in the income. The assignment of the bene- 
ficial interest is the assignment of the “right, title and 
estate in aud to property.” U.S. Supreme Court, in Edward 
T. Blair v. Commissioner of Internal Revenue. No. 247. Oc- 
tober Term, 1936. 

Reversing, as to taxability of income, decision of Circuit 
Court of Appeals, Seventh Circuit, reported at 364 CCH 
§ 9231, which reversed Board of Tax Appeals decision, 31 
BTA 1192, Dec. 8874, reported at 371 CCH {51.7664 and 
345.3025 and 372 CCH § 1139.173. 


Jurisdiction of Courts—Record.—Circuit Court of Ap- 
peals erred in denying a petition for rehearing after it had 
affirmed the District Court, not on the merits, but solely 
on the grounds that appellant had not complied with Eq- 
uitv Rules 75 (b) and 77 relating to the statement of the 
evidence and statement of the case. “When, as here, there 
is mere omission of some step which has escaped the at- 
tention of both parties, and when rigorous enforcement 
without fair opportunity to correct the error would defeat 
hearing on the merits and entail unnecessary hardships, we 
think appropriate relief promptly asked for should be af- 
forded.” U. S. Supreme Court, in S. P. Kelly, Trustee in 
Bankruptcy for the Carlisle Packing Co., a Corporation v. The 
United States of America and the Collector of Internal Reve- 
nue etal. No. 309. October Term, 1936. 

Reversing decisions of the Circuit Court of Appeals, 
Ninth Circuit, 83 Fed. (2d) 783, and 84 Fed. (2d) 541, 
reported at 364 CCH {9273 and 9399, which affirmed Dis- 


trict Court decision, 12 Fed. Supp. 11, reported at 353-A 
CCH ¥ 9337. 


Stamp Taxes—Produce Futures.—Petitioners, members 
of a partnership trading on the New York Cotton Exchange, 


(Continued on page 183) 















TAXABLE 
INCOME 


By ROSWELL MAGILL 


Professor of Law, Columbia University 
Member of the New York Bar 

\ JHAT the courts hold to be tax- 

; able income, and to whom, is a 
question becoming more and more 
acute. It is increasingly important, 
not merely in tax work, but in decid- 
ing any accounting and financial ques- 
tions which have tax aspects, that you 
be familiar with this legal concept of 
income. Reasoning from other stand- 
points may lead to conclusions very 
far from what the courts will hold. 
Here in this new book is the sort of 
help you will welcome: 


Gives Reliable Guidance 
and Interpretation 


This remarkable volume draws for 
vou the pattern of what the Supreme 
Court and other courts — federal and 
state — have held in cases where the 
question of taxable income is involved. 
lt is not in any sense a book on how 
to make up tax returns. It traces in 
detail the development of legislative 
and judicial ideas regarding the nature 
and characteristics of different types 
of income. It indicates the reasoning 
whereby the courts have differentiated 
items held to be income from items 
held to be not taxable. 

In following through the trends of 
legal interpretation of the meaning of 
income, the book makes explicit the 
tests and standards utilized. It calls 
attention to devices resorted to and 
arguments advanced by taxpayers in 
efforts to minimize tax burdens, and 
shows what disposition the courts 
have made of these. 


Here Is the Ground Covered 


rhe Requirement of Realization. Corporate 


Distributions. Sales, Exchanges, and Pur- 
chases. Statutory Modifications of Judicial 
Doctrines of Realization. When Is Income 
Realized? 


Charactcristics of Income. Money and Prop- 
erty. Benefits Through the Discharge of 
Obligations. The Element of Control, Gross 
Income, Gross Receipts, or Net Income. 


The Sources of Payment. Compensatory 
Payments. Gifts and Bequests. Toward a $5 
Concept of Taxable Income. 

The importance of the service this new hook 
performs for you, wherever the legal meaning 
of income has to be considered, can not be 
overstated. Send for a copy now. 





Get This Help and 
Protection Now 


‘se these books on your tax problems. 
The serious inequities they help you 
avoid, the often unsuspected oppor- 
tunities for substantial savings which 
they open can hardly fail to repay your 
Outlay many times over. 

_ Get the full benefit of these books 
in vour tax work — fill out the order 
form and mail it now. 





For Use Now and the year through 


—ihese 3 famous tax guides 






















































Federal Income Tax 


H a n d b O O k 17th Annual Edition 


of the Famous 
By Robert H. Montgomery Montgomery 
Tax Handbooks 


i XeS; ‘ 
Covers Corporation Income Taxes; <a tie Wash oll on 


Individual Income Taxes; Capital 


Outstanding Authorit 
Stock Tax; Excess Profits Tax; Tax oaser u tm, Hemant ue 
° e Wi ’ . s s 
on Undistributed Profits; “Windfall” R as one of America’s foremost income 
Tax tax authorities today. 


a cles se ; ; He is a Counsellor-at-law; Certified Pub- 
ERE is the definite, reliable guid- lic Rte ig ag ne of the firm of 
aaa ‘ ” = = Lybrand, Ross Bros. & Montgomery. 
4 c oO ¢ ) : ’ 
: sae digas ant on what t lo — Since 1917, The Ronald Press Company 
in preparing returns, and the year ’round hes eal uaniension elias of tis te 
in completing individual transactions mous tax books. 
to incur the least possible taxes. —with Staff of Legal and 


In this book a nationally known au- Accounting Specialists 
thority and a corps of skilled practi- 
tioners have done the work of research 





for you. They give you, not pages This is the guide that tax consult- 
and pages to work over by yourself, ants use—thousands of them — year 
but the short, decisive, final recom- after year. It is the guide you will find 
mendations to which the reams of in business organizations of all sizes, 
cases and official pronouncements ac- all over the country, wherever it is im- 
tually reduce. You have net answers portant to handle tax matters quickly 
to your questions, so you won't over- and correctly. It is the only publica- 
look anything, or otherwise wrongly tion giving you all these features: 

apply the law. 1. Both LEGAL and ACCOUNTING view- 


points combined at every step; 

2. Expert counsel and comments on prob- 
lems you face under each tax; 
Also— 3. Procedure to follow—specific recommen- 
dations of just what to do; 

4. Trustworthy interpretation of new or 


Federal Taxes on Estates, doubtful provisions of the law. 


Trusts, and Gifts 


By ROBERT H. MONTGOMERY In the Revenue Act of 1936, you have not 
with ROSWELL MAGILL only a new tax Jaw to contend with, but new 


Save Time, Worry, Taxes 





and untried tax principles, some of them revo- 
SEPARATE annual volume for execu- lutionary in effect. With the Government con- 
tors and administrators; trust officers, struing the law narrowly, it is more important 
attorneys, accountants; and property own- than ever to consider options which you are 
ers and their beneficiaries. It covers the permitted, and to exercise the option in any 
application of the estate tax, the gift tax, particular transaction or accounting method 
and the income tax as this affects estates which results in the minimum tax. 
and trusts. _ Montgomery’s Federal Income Tax Handbook 
The past year has been marked by a — an expert analysis of the law which 
flood A decisions concerning these taxes. enables you to take the initiative confidently in 
The Supreme Court, lower courts, and all — involving tax policy and judgment; 
Tax Board have clarified many issues. + be —— na 
The Treasury has amended its regulations pr cise eh ar 
in important respects. and application o 





; : right procedure. 
This new handbook brings the entire 


situation down to date. Following the 
plan of the Federal Income Tax Hand- 
book, it interprets the law, the decisions, 
and official rulings into plain statements 1200 Pages 


of advice and procedure. 


550 Pages. $ 790 
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HANDBOOK 


MONTGOMERY 


The Ronald Press Company 
Dept. M83, 15 East 26th St., New York, N. Y. 


Send me the books I have checked 
[) Federal Income Tax Handbook, $10.00 
{] Federal Taxes on Estates, Trusts, Gifts, $7.50 
i= “> y+ above books at the special combination price, 
15.00 


oO Taxable Income, $5.00 


Within 5 days after the books reach me, I will remit the 
price, plus a few cents delivery. Or, if they are not satis- 
factory, I will return them. (We pay delivery if cash is 
sent with order; same return privilege.) 
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The Kentucky Motor Vehicle 
Usage Tax 


(Continued from page 142) 


extent for the variations in the amount of money 
covered into the Treasury, except that the amount 
of money varies in the same ratio as the average tax 
per vehicle. 


The taxed vehicles represented must not be con- 
fused with the total number of vehicles registered 
during the months shown above. The total number 
of registrations for any month includes those 
vehicles owned and registered by Kentucky educa- 
tional, charitable and religious institutions, a small 
number of vehicles registered during 1935 and all 
vehicles registered tax free, by virtue of the fact 
that they fall into the categories covered by exemp- 
tions (3) and (4). 


Since the 1937 models of most motor vehicles went 
on sale during November and December, it appears 
that the increase in the average tax per vehicle dur- 
ing November and December is attributable to an 
increase in the ratio of the number of taxable new 
vehicles registered to the total number of taxable 
vehicles registered. It is interesting to observe that 
during these seven months the average value for 
tax purpose of vehicles on which the tax was im- 
posed was approximately $574.00 as derived by 
capitalizing the average tax paid plus the 2 per cent 
or approximately 34 cents allowed the county court 
clerks for collecting the tax. 


A total of $480,916.67 derived from the motor 
usage tax during the seven months of 1936 compares 
favorably with the total of $766,862.09, gross re- 
ceipts taxes collected from motor vehicle dealers 
and garage and repair shops during the year July 
1, 1934 to June 30, 1935, inclusive. This is especially 
true when it is considered that collections from the 
3 per cent gross receipts tax include the tax attach- 
ing to receipts from the sale of parts, equipment and 
supplies other than gasoline, in addition to receipts 
from the sale of vehicles. 


It is to be observed that the seven months during 
1936 for which collections are shown represent a 
period characterized by better conditions in the 
motor vehicle business than existed during 1934-35. 
This is illustrated by the fact that during the tw elve 
months’ period ending November 30, 1936,* the in- 
crement of the total number of motor vehicle 
registration was 48,074, whereas, during the twelve 
months’ period ending June 30, 1935, the increment 
was only 23,877, a difference of 24,197, or an in- 
crease of more than 100 per cent. 


The increase in the acceleration of motor vehicle 
registrations may account, to a very large extent, 
for the superior showing in collections by the ap- 
plication of the same tax rate under the motor 
vehicle usage tax law when compared with the 


% The twelve months’ period ending November, 1936, is used instead 
of that ending December, 1936, due to the fact that the 1936 registra- 
tion became due and delinquent January 1, 1936, and many cars were 
licensed during December, 1935. Since the 1937 licenses are not delin- 
quent until March 1, 1937, there has been no large December, 1936 


registration which would correspond to the December, 1935 regis- 


tration. 


March, 1937 


Kentucky gross receipts tax law. There is, how- 
ever, another factor which tends to increase collec- 
tions under the gross receipts tax, namely, that tax 
applied to receipts by a dealer from the sale of both 
new and used cars. 


With these considerations in mind, it is evident 
that the difference in the method of administering 
and collecting the tax has been instrumental in im- 
proving collections. 


Cost of Administration 


HE law allows county court clerks to retain 2 

per cent of the tax collected for the work in- 
volved. For the total of $480,916.67 covered into 
the Treasury through the Department of Revenue 
during June-December, 1936, inclusive, this 
amounted to $9,814.63. The routine work in the 
Department of Revenue in checking tax returns re- 
quires three additional clerks. Field investigations 
and other incidental expenses drive the total cost 
of collection to possibly 4 or 5 per cent. 


Conclusion 


HE method of administering the Kentucky 
motor vehicle usage tax seems to eliminate 
several sources of evasion common to the sales tax, 


and to provide centralized determination of tax lia- 
bility. 


The incidence of the tax in general is the same 
as that of the sales tax, in that it appears to follow 
the commodity to the ultimate consumer. How 
ever, the tax, except in very unusual cases, applies 
to the same commodity value only once. 


Revenues from the tax accrue throughout the year 
with a fair degree of regularity and are collected 


currently. The cost of administration is not un- 
reasonable. 


Federal and State Income Taxes 
Affecting Real Estate 


(Continued from page 140) 


is an individual problem requiring attention and careful 
planning for tax avoidance within the law. As to 
the technique of avoidance generally, I would say 
that the taxpayer should consider meticulously the 
available methods, the time at which to begin a 
transaction or when a transaction should terminate, 
and the parties to the transaction. In cases where 
real property has appreciated in value over a long 
period of time, the taxpayer should not feel any 
undue annoyance at the suggestion that he might 
think twice before jumping to seize a large apparent 
gain which will later be torn to pieces by the cruel 
teeth of the various income tax rates which may 
affect it. 


Totals For | 


PAYROLL PERIOD 


DAYROILI PERIOD 
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Price only $5.00 


(See illustration showing method of operation) 
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> 

- As specialists in designing payroll systems to fit every 

possible requirement, we have studied the problems of 

pany thousands of companies. 
|” fasa.te [ol Our broad experience from the standpoints of tax law 
and expert accounting enables us to analyze the needs of 
any type of business and to prepare payrolls that will tie 
in with the system now being used, thus avoiding a com- 
plete change in present methods. 


This can be done in most cases with our large variety of 
standard forms at very low cost. 


SECURITY PAYROLL RECORDS are so simple that 
an ordinary payroll clerk can keep them with a minimum 
of work. Government and State reports may be made 
quickly and easily. 


General summary is automatically provable with general 
books, enabling Government and State examiners to 
check records in the quickest possible time. 
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Specialists in Social Security Payroll Records 
305 Security Bldg. 
St. Louis, Mo. 


PAYROLL PERIOD 


Age Tax 
Less State 
Unemp. Tax 
Less Old 
Age Tax 
Less State 


Gross Pay 
Less Old 
Unemp. Tax 


> 
TOTALS 


YZ, 


Zz NAME M 


PER 


S$E7 -O8~-j3 72 


FULL SCHEDULED HOURS 50 


RATE */50 


DEPARTMENT 
Sehr 
5 X&7-02.-3 


SOCIAL SECURITY 
ACCOUNT NUMBER 


Se 


SECURITY PRESS, 305 Security Bldg., 
St. Louis, Mo. 

Please send us specimen sheets of Security Payroll 
and Security Employee’s Records. We have 
i. :  ———— Semi-Monthly ... Monthly 
Employees. 


FULL SCHEDULED HOURS 50 


OCCUPATION 
OCCUPATION 
SOCIAL SECURITY 
ACCOUNT NUMBER 


Qualified representatives desired in major cities 
where we are not now represented. 










































182 THE TAX MAGAZINE 


Avoidance of Income Tax in 
Great Britain 
(Continued from page 144) 


ing most anxious—no doubt, for a consideration 

to enlighten the taxpayers concerning the pro- 
cedure—strictly legal, of course—by which substan- 
tial savings could be effected in the amount of 
income tax payable. Broadly speaking, the “educa- 
tional trust” consists of the execution of a deed by 
parents, by which part of their income is transferred 
to their children for education and maintenance, such 
income so transferred not being chargeable to in- 
come tax. Mr. Neville Chamberlain, chancellor of 
the exchequer of Great Britain, commented on this 
matter at some length in his Budget Speech before 
the House of Commons on April 21, 1936, as follows :— 


Of course, he (the parent) is not doing anything more 
for the child than he would do anyhow, but by just signing 
that deed he relieves himself of the liability to income tax 
on that part of his income. I would not have the Com- 
mittee suppose that every transaction by which a man parts 
with some of his income for the benefit of his child is done 
for the purpose of avoiding income tax. I have no doubt 
that there are many cases in which the transaction is per- 
fectly proper, and even laudable, but the effect is the same. 
The effect in all cases is that income tax is in fact avoided, 
and thus there is created a disparity between the taxpayers 
who are otherwise situated in the same circumstances. 
Whether you ought to ask a man to pay income tax upon 
that part of his income which he devotes to the education 
and maintenance of his children is a matter upon which 
opinions may differ, but I think everybody will agree that 
all parents ought to be treated alike in this matter, and 
that it is extremely unfair that while some are obtaining 
relief in this way others—either because they have scruples 
about employing methods of this kind or because they sim- 
ply do not happen to know how to apply them—are not 
only getting no such relief themselves, but are actually 
having to pay more than their fair share of taxation in 
order to fill up the gap in the revenue. I propose to pro- 
vide that the income tax liability of parents shall not be 
affected by these educational trusts, and the legislation will 
take the form of saying that the income of an infant and 
unmarried child which is in any way derived from its par 
ents shall be aggregated for all purposes of income tax with 
the income of the parents. Income falling to the child 
arising from other sources, such as earnings, or as a bene- 
ficiary of a settlement made upon it by some other person 
than the parent will be completely unaffected by the change. 
I anticipate that in a full vear the saving from the stopping 
of these educational trusts will amount to two and a half 
million Pounds ($12% million). 


Mr. Chamberlain also stated that the money saved 
by the cessation of educational trusts will be dis- 
tributed equitably among all income tax-payers who 
have children to maintain, through the medium of 
the increased “children allowance” (from 50 Pounds 
to 60 Pounds for each child) ; and that in pursuance 
of the same idea the personal exemption for mar- 
ried persons would be increased from 170 Pounds 
to 180 Pounds. 


It may be of interest to quote examples of the 
sort of letters that were being sent to taxpayers by 
various agencies in connection with educational 
trusts. One reads as follows: 


In our opinion, you would meet technical requirements 
if you drew a cheque payable to deed of covenant or 
bearer, and pay it into vour own bank account as if it were 
a dividend warrant. This constitutes desirable contra 
entry in your bank book, but does not involve an out of 
pocket transaction. Your friends will thank you for an 
introduction to our scheme, and TI should be happy to send 





you a cheque for 10/6d. (about $2.50) in respect of any 
new client introduced. 


Another one reads as follows :— 


We are going to save you money, and the only condi- 
tion which I wish to make is that you regard this as con- 
fidential, and apply every penny of the savings for the 
benefit of yourself, wife and children on a policy with my 
company. This would be the only gain I should receive, 
and as this is my profession, I depend upon your word not 
to divulge the scheme to any other insurance representative. 





Corporate Tax Problems: Capital Stock 
and Dividend Distributions 
(Continued from page 126) 


been converted into capital is thereafter lost, our 
present system of taxation makes no provision for 
the recoupment of such losses. 

This is true also in the case of annual operating 
losses. Since a penalty tax is imposed for failure 
to distribute profits when they are earned, avoid- 
ance of the penalty impels distributions within pe- 
riods of earnings. It follows, therefore, that losses 
hecome charges against the taxpayer's capital. And 
since business cannot always operate at a profit our 
present taxing system spells depletion and ultimate 
exhaustion of the taxpayer’s capital. 


Recoupment of Losses under British Law 


HIS theory of taxing corporations is obviously 
unsound. In contrast, England permits of car- 
rying forward losses for as long a time as six years. 
Thus the corporate taxpayer engaged in trade is 
allowed to substantially recoup losses before cur- 
rent profits become subject to tax. Moreover, in 
I:ngland capital gains, as such, are not taxable. 
The British take the broad economic view that 
trading profits are only taxable after trading losses 


have been made good out of profits; whereas, with-- 


out regard for economic principles, we tax the profits 
in the period earned, induce their immediate distri- 
bution, and make no provision for the recovery of 
trading losses of other periods. 

Admittedly, under the British system the revenue 
is diminished to the extent of allowances for trading 
losses, but this is undoubtedly more than compen- 
sated for by enhancing financial stability and by 
promoting greater permanency of operations and 
employment. 


Conclusion 


& THE last analysis, it seems to me, our system 
of income taxation in these regards is so eco- 
nomically and basically faulty that it is next to im- 
possible to make it work equitably. If the undistributed 
profits tax must be retained, however, ample time 
must be allowed for determining and distributing 
earnings, trading losses should be allowed as an off- 
set against profits over a period of years, the limita- 
tion upon capital losses should be: removed or the 
capital gain tax entirely eliminated, suitable pro 
vision should be made for actual impairments of 
capital, contracts restricting the payment of divi 
dends should be fairly recognized, and credits should 
he permitted for a normal growth of facilities em- 
ployed in the business. 
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Court Decisions 


Supreme Court 
(Continued from page 178) 


purchased cotton for future delivery on behalf of a cus- 


tomer. 


Under instructions to transfer the account to an- 


other broker, they delivered a “sold’’ memorandum to the 
transferee broker who in turn delivered a “bought” memo- 


randum to petitioner. 


The substance of the transaction 


was that petitioner offset his obligations as a purchasing 
broker by using the facilities of the Exchange for arrang- 


ing that another broker assume his obligations. 


It is held 


that the transaction is not exempt as a “scratch” or “trans- 
ferred” sale, and whether or not the transaction is a trans- 


fer or sale is immaterial. 


[From the opinion:] “The tax 


is not upon the business transacted but is an excise upon 
the privilege, opportunity, or facility offered at exchanges 
for the transaction of the business.” U.S. Supreme Court, 


in Francis I. Dupont v. United States of America. 


No. 332, 


October Term, 1936. 

Affirming decision of Second Circuit, 83 Fed. (2d) 951, 
reported at 364 CCH { 9330, which affirmed District Court 
decision reported at 364 CCH J 9051. 


Appellate and Lower Courts 


AAA Taxes: Refunds.—District Court denies jurisdic- 
tion as to suit seeking to recover processing taxes paid 
under the AAA, asserting that Title VII of the 1936 Act 
is not unconstitutional in denying the maintenance of such 
a suit in any court or in the restrictions therein laid down 
as to refund claims.—U. S. District Court, District for 
Wyoming, in Sheridan Flouring Mills, Inc. v. Thomas K. Cas- 
sidy, Collector of Internal Revenue for the District of Il’yo- 


ming. 


No. 2498. 


District Court denies jurisdiction of suit for recovery 
of AAA processing and floor stocks taxes, Section 906 of 
the Revenue Act of 1936 prescribing exclusive procedure 
lor recovery of processing taxes, and plaintiff not having 
shown compliance with new conditions prescribed by Title 
VIT as conditions precedent to maintenance of an action 
for recovery of floor stocks tax. Title VII is not unconsti- 
tutional in depriving the taxpayer of a right to sue the 
Collector as no common law right of action against the Col- 
lector exists where he has acted in performance of his 


official duties. 
taxpayer of property without due process of law. 


Therefore, Title VII does not deprive the 
. =: 


District Court, Middle District of Pennsylvania in /]’ilkes- 
Barre Lace Manufacturing Co. v. Leo C. Mundy, Collector of 


Internal Revenue. 


No. 3780, June Term, 1935. 


Admissions Tax.—The promotion, by the two branches 
of the University System of Georgia—the University of 
Georgia and the Georgia School of Technology—of phys- 
ical training as an integral part of its educational activi- 
ties, including intercollegiate athletic contests, such as 
football, is the exercise of an essential governmental func- 


tion, 


It follows that admissions charged for such contests 


are not subject to the Federal admissions tax. The Court 
holds, further, that “an injunction should issue restraining 
the defendant [Collector] from attempting to collect the 
alleged taxes, debts, or penalties, except by due proceed- 
ings in a court of competent jurisdiction.”—U. S. District 
Court, Northern District of Georgia, Atlanta Division, in 
Regents of the University System of Georgia v. WW. E. Page, 


Collector of Internal Revenue. 


In Equity No. 770. 


_ Amortization of War Facilities—Amortization of war 
facilities is allowable for a silica brick manufacturer for 
1918’ at the rate of 41.2 per cent of their war-time de- 
preciated cost, the court finding that the average post-war 
production was 58.8 per cent of the average war-time pro- 
duction of plaintiff's plant. Commissioner’s contention that 
the amortization is not allowable because the assets in 
question were sold in 1922 for more than their war-time 
cost is untenable, because instead of the taxpayer selling its 
assets in 1922, the stockholders sold their stock to a cor- 
poration in 1922 and the taxpayer corporation was dissolved 
in 1923, the purchaser of the stock taking over the assets. 
Even if the sale could be regarded as a sale by taxpayer 
corporation of all its assets for more than their cost, there 


is no showing as to what part of the purchase price of the 
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~ TEP by step, this understandable book outlines 
the fundamental principles underlying Federal 
taxation, as exemplified in the most important 
Federal tax, the income tax, as well as the capital 
stock, excess profits, gift, and inheritance taxes. 
The new undistributed profits surtax and other 
1936 changes come in for careful attention. 


It is replete with illustrative examples and ex- 
planatory calculations which bring out plainly the 
application and operation of the more complicated 
phases of Federal tax laws. 

Recommended as a helpful book for a review of 
basic Federal tax concepts by the veteran, as well 
as an indispensable “first book” for the novice tax 
man or the student of taxation. 
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tionship of net income, dividends, and taxes under 
the new Act, etc. 
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stock represented the value of the war- time facilities.— 
U. S. Court of Claims, in Standard Refractories Co. v. The 
United States. No. K- 61. 


Appeals.—Circuit Court reaffirms its former decision 
[364 CCH { 9487] affirming the judgment of the District 
Court after conviction of the appellant for violation in 1928 
of the Federal internal revenue laws. It is held that there 
is no merit in the contention that a District Court Judge 
was incompetent to sit on hearing of the appeal, in view of 
the proviso of Sec. 216, Title 28, U. S. Code, “That no judge 
before whom a cause or question may have been tried or 
heard in a district court, or existing circuit court, shall sit 
on the trial or hearing of such cause or question in the 
circuit court of appeals.” The proceedings in the District 
Court were not such as would “nearly or remotely invoke 
the application here of the quoted proviso.”—U. S. Circuit 
Court of Appeals, Seventh Circuit, in Paysoff Tinkoff v 


United States of America. No. 5471, October Term and 
Session, 1936. 


Reaffirming decision of Seventh Circuit reported at 364 
CCH { 9487, affirming District Court decision reported at 
353-A CCH 7 9595. 


Capital Gains and Losses.—The capital-gains provisions 
of the 1928 Act applied to the sale of stock acquired 
through the exercise of rights, where the stock with re- 
spect to which the rights were issued was held for more 
than two years, even though the stock acquired through 
the rights was sold a few days after it was acquired. The 
fact that the rights were to subscribe to common stock and 
were issued with respect to preferred stock is immaterial. 
The result is not affected by Koshland v. Helvering, 298 U. 
S. 441, because in this case the stockholders owned the 
same interests in the same assets after issuance of the 
rights as before.—U. S. Circuit Court of Appeals, Seventh 
Circuit, in Samuel Insull, Jr.. v. Commission of Internal 
Revenue; Margaret A. Insull v. Commissioner of Internal 
Revenue; Samuel Insull v. Commissioner of Internal Revenue. 
Nos. 5846-5848, October Term, 1936, January Session, 1937. 


Reversing, on this issue, Board of Tax Appeals decision, 
32 BTA 47, Dec. 9047, reported at 371 CCH f 68.116, 331.3711, 
and 780.0446, and at 372 CCH { 870.4211 and 870.437. 


Capital Stock Tax—Prior Law.—Taxpayer is held to have 
come within the provisions of Section 1000(c) of the 
Revenue Act of 1918 relating to mutual insurance com- 
panies, as to capital stock tax for the period of July 1, 
1918, to June 30, 1921. 


Where no capital stock tax was in fact due for the year 
ended June 30, 1922, a refund claim to recover the amount 
paid for that period is held adequate although the claim 
did not state as a ground for recovery, the “remission of 
the tax by the Act of 1921.”—U. S. Circuit Court of Ap- 
peals, Second Circuit, in Equitable Life Assurance Society of 
the United States v. Frank Collis Bowers, Exr. of the Estate 
of Frank K. Bowers, Deceased. 

Reversing, on the first issue, District Court decision re- 


ported at 353-A CCH 9454. 


Club Membership Fees.— Where, pursuant to a resolution 
of the board of governors of a club (passed at time when 
the board did not have power to levy assessments) pro- 
viding that club members be asked to contribute $100 each 
to the club to reduce a deficit, the members made contribu 
tions to the club, such contributions were not taxable as 
dues or membership fees under Sec. 501 of the 1926 Act. 
U. S. District Court, Eastern District of New York in 
Fresh Meadow Country Club, Inc. v. United States of America. 


Deductions—Expenses —Sums paid by taxpayer corpora- 
tion in 1927 to a trust formed by it for the purpose of 
enabling employees of the taxpayer corporation to buy 
stock for less than its fair market value are deductible in 
1927. The amounts paid represented the loss of the trustee 
in purchasing stock for allotment to the employees. It is 
immaterial that the stock could not be transferred by ~ 
trustee to the employees until a subsequent period. —U. 
Circuit Court of Appeals, Third Circuit, in Commissioner a 
Internal Revenue v. The Texas Pipe ‘Line Co. No. 6182, 
October Term, 1936. 


Affirming Board of Tax Appeals decision, 32 BTA 125, 
Dec. 8890, reported at 371 CCH J 161.3453 and 294.09. 


March, 1937 


Significant Decisions of the 
Board of Tax Appeals 


(Continued from page 174) 


Consolidated Returns—Parent and Subsidiary Corpora- 
tions.—Right to make consolidated return in 1924, 1925, and 
1926, by parent and a subsidiary corporation existed where 
more than 95 per cent of the voting stock of the subsidiary 
corporation was owned by the parent association except 
for the agreement for sale of stock to an employee of the 
subsidiary corporation, which provided only conditional 
payment. The stock in question was to be paid for only 
out of dividends to be declared and paid by the subsidiary 
but none was ever paid, and in 1926, when the employee 
ceased his employment, the sale agreement was canceled 
and all rights of the employee to purchase such stock 
ceased.—Edward Hines Lumber Co. v. Commissioner. Trus- 
tees of Lumber Investment Association v. Commissioner, Dec. 
9565 [CCH]; Dockets 52270, 52274. 

Contingent Income Held Not Taxable.—In 1931, the peti- 
tioner drilled oil wells for others for specified amounts 
payable out of the proceeds derived from the sale of a 
proportion of the first oil produced and saved from the 
property. It is held that the rights thus acquired to future 
income are contingent, and that the fair market value there- 
of is not accruable as taxable income.—Edwards Drilling 
Company v. Commissioner, Dec. 9561 [CCH]; Docket 75931. 

Deductions—Loss Sustained in Mortgage Foreclosure.— 
Foreclosure loss in Michigan was sustained in year re- 
demption period expired. Petitioner was the legal owner 
and mortgagor of certain real estate in Michigan, which 
was sold under foreclosure in 1930 but in respect of which 
the mortgagor under local law retained for one year from 
the date of the foreclosure sale the right to redeem, the 
right of possession, and other rights of substance. It is 
held that the deductible loss resulting to petitioner from 
the mortgage foreclosure was sustained, not in 1930 but 
in 1931 when the right to redeem expired.—Derby Realty Cor- 
poration v. Commissioner, Dec. 9563 [CCH]; Docket 81213. 

Deductions—Losses from Inter-Trust Sales.—Losses are 
deductible in 1932 as being realized upon bona fide sales, 
where, for the express purpose of reducing taxes of the 
individual fiduciaries, the trustee (common to all trusts) 
made sales of securities between several family trusts.— 
Irederic Schaefer v. Commissioner. Fidelity Trust Company, 
Trustee, Estate of Katharine Bubb Schaefer v. Commissioner. 
Fidelity Trust Co., Trustee, Estate of Frederic Manning 
Schaefer v. Commissioner. Fidelity Trust Co., Trustee, Estate 


of Jane Schaefer v. Commissioner, Dec. 9548-A [CCH]; 
Dockets 80040-80043. 


Minimizing Taxes—Capital Gain Benefits—Bonds Sold 
before Maturity (1928 Act).—On January 31, 1931, the peti- 
tioners, as trustees, were and had been for more than two 
years the owners of bonds which matured on February 1, 
1931. They knew that the bonds were to be redeemed at 
par at maturity, in which case, the gain was taxable as 
ordinary income. However, to insure the taxability of the 
resulting gain under section 101 of the Revenue Act of 
1928 the petitioners on January 31, 1931, sold the bonds 
at par to the American Securities Co. the securities affiliate 
of the American Trust Co., the trustee under the bond 
indenture. It is held that the gains resulting from the sale 
are taxable as capital net gains under section 101 of the 
Revenue Act of 1928, and that the sales were actual, made 
in good faith, and normal business transactions. [From 
the opinion:] “The fact that by selling the bonds on that 
date they made a saving in income tax gives rise to no 
complaint on the part of the respondent.”—John D. McKee, 
S. Waldo Coleman, and the Bank of California, N. A., Trus- 
tees, Josephine C. Grant Trust, v. Commissioner. John D. 
McKee, S. Waldo Coleman, and the Bank of California, N. A., 
Trustees, Edith Grant Magee Trust, v. Commissioner, Dec. 
9547 [CCH]; Dockets 82177, 82178. 

Payment for Release of Wife’s Dower.—The entire sale 
price of property sold in 1930 by the petitioner, a New York 
resident, is properly includible in his gross income where 
he caused a certain amount of the proceeds of such sale to 
be paid directly to his wife by the purchaser as consideration 
for the release of her dower rights in the property.—Frank J. 
Digan v. Commissioner, Dec. 9548 [CCH]; Docket 77529. 








